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REVIEWING ALTERNATIVES TO AMTRAK’S
ANNUAL LOSSES IN FOOD AND BEVERAGE
SERVICE

Thursday, November 14, 2013,

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON GOVERNMENT OPERATIONS,
COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM,
Washington, D.C.

The subcommittee met, pursuant to notice, at 9:38 a.m. in room
2247, Rayburn House Office Building, the Honorable John L. Mica
[chairman of the subcommittee], presiding.

Present: Representatives Mica, Meadows, Cummings, and
Connolly.

Staff Present: Will L. Boyington, Majority Press Assistant; Molly
Boyl, Majority Senior Counsel and Parliamentarian; Drew
Colliatie, Majority Professional Staff Member; John Cuaderes, Ma-
jority Deputy Staff Director; Linda Good, Majority Chief Clerk; Mi-
chael R. Kiko, Majority Staff Assistant; Mark D. Marin, Majority
Director of Oversight; Katy Rother, Majority Counsel; Laura L.
Rush, Majority Deputy Chief Clerk; Sarah Vance, Assistant Clerk;
Jaron Bourke, Minority Director of Administration; Beverly Fraser
Britton, Minority Counsel; Courtney Cochran, Minority Press Sec-
retary; and Adam Koshkin, Minority Research Assistant

Mr. MicA. Good morning.

I would like to call this hearing of the Committee on Oversight
and Government Reform, Subcommittee on Government Oper-
ations, to order. Welcome everyone.

The title of this morning’s hearing is “Reviewing Alternatives to
Amtrak’s Annual Losses in Food and Beverage Service.” We have
five witnesses and I will introduce them shortly.

The order of business will be as follows. We will have opening
statements by members and then we will turn to our witnesses, in-
troduce them, swear them and each of them will provide us with
their testimony today.

Mr. Issa, our committee chairman, says, and I will paraphrase it,
that our responsibility in the Oversight and Government Reform
Committee is to be good stewards of taxpayer dollars and to make
certain the hard earned tax dollars sent to Washington of the peo-
ple we represent, particularly in a time of difficult financial deficits
that are soaring in the United States that we are looking to how
we can more efficiently, economically and responsibly deal with
government programs that spend their money.

o))
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With that, I am going to recognize myself and other members as
they join us and then we will get to our witnesses.

. To begin, I welcome everyone and thank our witnesses for being
ere.

Today, we are going to review the results of an Amtrak IG re-
port. This is not one our subcommittee requested but the Amtrak
Inspector General, from time to time, does review operations. There
have been several previous hearings in the Transportation Com-
mittee, Appropriations and others have looked at some of the losses
Amtrak has incurred. One of the largest areas in which they have
incurred losses is in food and beverage services.

In addition to this report, Amtrak issued a press release in Octo-
ber stating they had a plan to deal with some of these losses and
we will hear a little bit about that.

As you may know, Amtrak’s losses continue to mount, not only
for food and beverage services, but the Federal Government has
had to underwrite the total operations of Amtrak last year in ex-
cess of $1.3 billion. During the last 12 years, Amtrak has lost near-
ly $1 billion in food service, so $999 million in losses in a dozen
years. Unfortunately, those losses continue to mount.

Last year, Amtrak reportedly lost $72 million on food and bev-
erage services. Amtrak claims and testified before Congress some
significant improvements have been made over prior years. If you
look at Amtrak’s financial statements, it would appear Amtrak has
reduced their losses as it claims by $33.2 million since 2006.

In reality, if you look at this report and dig into their books,
sometimes it is difficult to do that, you can see the reduction in
losses they have claimed to Congress and the American public is,
in fact, the result of an accounting gimmick. Amtrak, unfortu-
nately, has cooked the books on food service costs. Since 2002, Am-
trak has increased the amount transferred to the food and beverage
service program from ticket revenue by $22.1 million.

In fact, Amtrak has not actually saved any of that money; they
just shifted money between accounts to make it look as if their
losses are being significantly reduced.

Another $1.2 million of the so-called savings is an increase in
State subsidies. That does reduce some of Amtrak’s expenses. As
you know, we also mandated in the PRIA legislation that States
step up to the plate and be responsible for some of the cost of those
routes. Those routes have been some of the most successful.

Today, we will look at not only food service at Amtrak but at
some successful examples. One of those is with the Smithsonian In-
stitution that actually turns a profit. Speaking of the State sup-
ported routes, another area we will look at is the North Carolina
food service where they have managed to dramatically reduce the
amount of losses in food service and do so in a responsible fashion.

In fact, in six years the reduction in losses that could possibly
be attributable to the cost savings or revenue enhancing initiatives
by Amtrak is less than $10 million. I am sure they will come before
us today and tell you they are in a downward spiral on these
losses. We do have reports that this year again we will see a spike
in those losses, even using accounting gimmicks.

On October 31, 2013, the Inspector General released the audit
that identified an additional $10.5 million that may be saved from
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incremental adjustments. Hopefully we will hear about those today.
In the referenced report, there are some positive suggestions as to
how we can bring down some of these losses.

Beyond those incremental adjustments, the report concludes that
additional savings will require significant changes to the current
business model. I believe that makes sense. There have to be some
dramatic changes to make some dramatic savings.

When you start to look at where the losses occur, it is clear that
significant changes need to be made in some very specific areas.
Last year, $71.5 million of the $72 million in losses was directly at-
tributable to losses in long distance service. Overall, Amtrak spent
$1.50 to earn $1 in revenue on its food service.

On its 15 long distance routes, Amtrak spent more than $2.00 to
earn $1 in revenue in the same area. When you look at each of the
long distance routes, some of the losses become even more star-
tling. All but two routes spend more on labor than they earn in rev-
enue. Six routes spend more on commissary costs than they earn
in revenue.

One of the most glaring examples of losses is the Sunset Limited
which runs from New Orleans to Los Angeles. In the Transpor-
tation Committee, we focused on the cost of a ticket is subsidized,
not talking about food service. Every ticket on Amtrak is sub-
sidized about $40 per ticket, every one of the 30 million tickets sold
last year.

On the Sunset Limited, there is close to a $400 subsidy for every
passenger ticket. The Sunset Limited also holds the record because
it recovers less than 30 percent of its expenses to provide food and
beverage services. It spends $3.50 for ever $1.00 earned in food
service revenue.

In the Sunset Limited chart, you can see a $9.75 hamburger is
subsidized $24.19, an astounding amount. I believe every ham-
burger sold on Amtrak on average is subsidized around $7.00. All
of these taxpayer subsidies for food service do add up.

In terms of ridership, the Sunset Limited also has the highest
losses on providing food service. For every passenger that rides the
Sunset Limited route, the food service underwriting cost to the tax-
payer is $55 per rider. This is astronomical.

While every little bit helps, losses like this will not be recovered
by reducing spoilage. We will have to make some major changes.
I do not believe a five year plan is acceptable to zero out these
losses. That is pretty simple. When you have a $17 trillion national
deficit, when they are trying to up that debt limit to almost an-
other $18 trillion, and look at the money we are spending and los-
ing on Amtrak services, every dollar we are spending at the federal
level, we are borrowing 43 cents.

Again, I think this is an important issue, one that deserves the
committee’s oversight and immediate attention.

Mr. MicA. With those opening comments, I would like to recog-
nize Mr. Meadows.

Mr. MEADOWS. Thank you, Mr. Chairman. Thank each of you for
coming today. Specifically, Mr. Worley, it is good to have you from
my home State of North Carolina.

This is indeed an important hearing as our Nation is looking at
$17 trillion in debt, hundreds of billions of dollars annually in
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terms of deficit. We need to make sure we are good stewards of fed-
eral tax dollars and represent the American people in a real way
to minimize losses.

Obviously the food and beverage service provided by Amtrak on
our Nation’s railway right now is proving not to be a profitable
market and the ability to provide those services.

Early on when I got into the business of providing food service,
I owned restaurants, a gentleman I respected very much said let
me give you rule number one. If you are buying watermelons for
$1.10 apiece, selling them for $1.00, do not try to make it up in vol-
ume. We really need to look at how do we redirect this model to
make sure we can look at reforms, eliminate the waste and provide
better management within the program to minimize losses, while
at the same time still giving Amtrak the ability to provide services
riders have grown to expect.

Looking at specific examples in the private sector and changes in
the public sector that other passenger railways like Piedmont have
made in my own State of North Carolina is a good start to getting
this program back on track.

I look forward to hearing your testimony. I want to apologize to
the committee staff who do an excellent job of preparing and to the
Chairman. I have another hearing to go to but we will be providing
some questions we would love to work with you on a regular basis
to look at some of the reforms in a very bipartisan way to make
sure we mitigate some of the losses and damages that are out
there.

Thank you and I yield back, Mr. Chairman.

Mr. MicA. I thank the gentleman.

Obviously folks can see we have some challenges with members
and hearings. I have three hearings I am supposed to attend right
now in addition to this one. This one will go on and we will com-
plete it. When we have other Representatives, we will give them
an opportunity for a statement and also for full participation in
questioning.

At this time, we will move forward and introduce our witnesses.
We have Mr. Thomas J. Hall, Chief of Customer Services, National
Railroad Passenger Corporation, Amtrak; Mr. Ted Alves, Inspector
General, Amtrak; Mr. Dwayne Bateman, Vice General Chairman,
Unite-HERE Local 43; Mr. Ed Howell, Senior Vice President of Re-
tail, Smithsonian Enterprises, Smithsonian Institution; and Mr.
Paul Worley, Rail Division Director, North Carolina Department of
Transportation Rail Division.

We thank all of our witnesses for being with us.

This is an Oversight and Investigations subcommittee of Con-
gress. We do swear in all of our witnesses. Stand please and raise
your right hand.

Do you solemnly swear or affirm that the testimony you are
about to give will be the truth, the whole truth, and nothing but
the truth?

[Witnesses respond in the affirmative.]

Mr. MicA. Let the record reflect that the witnesses answered in
the affirmative.
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Again, I welcome each of the witnesses and thank you for your
participation, especially the North Carolina witness who came from
out of town, and the others here in Washington.

With that, we will start with the Chief of Customer Services for
Amtrak, Mr. Thomas Hall.

I might say we will try to keep you to five minutes. If you have
additional information or something you would like made part of
the record of this hearing, please ask and we will include that in
the record.

Mr. Hall, you are recognized.

STATEMENT OF THOMAS J. HALL

Mr. HALL. Chairman Mica and members of the committee, good
morning.

My name is Tom Hall and I am Amtrak’s Chief of Customer
Service.

I have worked for Amtrak for 33 years running our food and bev-
erage operations since 2005. I was appointed Chief of Customer
Services earlier this year. It is an honor to be here this morning
on behalf of Amtrak.

I will start by summarizing the history of our food and beverage
services since our 2005 testimony before the House T&I Com-
mittee.

At the time, our performance needed improvement and the an-
nual cost of providing food and beverage services exceeded revenue
by a factor of two. In 2006, this amounted to a total loss of $88 mil-
lion. This was problematic and Amtrak launched a program to fur-
ther reduce our losses on dining car services.

We took measures to reduce dining car staff and introduced new
products which were less labor intensive and also introduced an on-
board credit card collection system. We began development work on
a point-of-sale system and an integrated warehouse inventory man-
agement system. We negotiated a better contract with our com-
missary providers and obtained even better terms when we rebid
the commissary management contract.

In 2011, Amtrak’s OIG recommended Amtrak pursue a program
to implement cashless onboard transactions to minimize trans-
action costs, better utilize employee time and reduce the possibility
of fraud. We have successfully piloted a point-of-sale system on
Acela and certain State supported services. These systems are slat-
ed for system-wide introduction in 2014. This technology will allow
us to pilot cashless sales next year.

Last year, when we appeared before the House T&I Committee
to testify about food and beverage, we had made considerable
progress. In inflation adjusted dollars, Amtrak reduced its food and
beverage losses by over 30 percent between 2006 and 2012 from
$105 million in inflation adjusted dollars to $72 million.

The total cost to Amtrak to offer food and beverage services to
our passengers is about $204.9 million or just over 8 percent of our
total cost structure. Of that, we have recovered almost 65 percent
of our costs through revenues in fiscal year 2012 meaning that the
loss attributable to food and beverage services is equal to about 1.8
percent of all of Amtrak’s costs.
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These improvements did not happen by accident. Some are the
product of ridership growth, some are the product of better support
contracts, better technologies and more efficient processes. We have
also introduced more consumer relevant products, optimized the
supply chain and improved decision support from taking appro-
priate pricing actions, all designed to improve customer service,
promote accountability and increase the focus on Amtrak’s bottom
line.

We are now developing plans for the next step which is elimi-
nation of the food and beverage loss over the next five years. Am-
trak’s strategic plan focuses on the bottom line. Our food and bev-
erage plan is consistent with this strategy. To ensure proper man-
agement focus, we have consolidated responsibility for operations
and accountability for financial performance into a single depart-
ment which will work closely with each of our business lines.

The current loss is heavily concentrated in the dining car serv-
ices of our long distance trains and we have identified several
strategies that will help us to improve the financial performance of
the food and beverage service. They fall into six broadly defined
categories of work: onboard logistics, product development and sup-
ply chain, labor optimization, training, rewards and accountability,
ticket revenue allocation, technology enhancements and process im-
provements.

In each category, specifically identified strategies will help cut
costs and raise revenue. For example, labor optimization includes
aligning dining car staffing with ridership, customer demand and
financial performance to hold down cost. We will also improve sales
and the revenue generation by establishing metrics to assess and
incentivize employee sales while exploring new pricing and revenue
management options.

Many of our approaches will expand an ongoing work. Implemen-
tation of onboard technologies is underway and is expected to im-
prove revenue recovery and improve decision support while greatly
reducing costs.

I want to conclude by saying simply that the food and beverage
service program is vital to Amtrak’s health. We believe we have a
mission to minimize the impact on the taxpayers while providing
an efficient and effective intercity passenger rail service on the na-
tional system. A unified food service operation with economies of
scale is a component of that system.

Food service is necessary and studies have shown that the elimi-
nation of food service on Amtrak trains would cost more in terms
of ticket revenue than is spent on the existing service. We never-
theless recognize the importance of getting the food and beverage
loss to zero and are committed to making this necessary efficiency
improvement within the next five years.

Thank you.

[Prepared statement of Mr. Hall follows:]
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Good Morning, Chairman Mica, and members of the Subcommittee.

My name 1s Thomas Hall, and T am Amtrak’s Chief of Customer Service. I have worked
for Amtrak for 33 vears, running our food and beverage services since 2005. I was appointed
Chief of Customer Service earlier this year. I would like to start by summarizing for the
members of the Committee some of the recent history of our food and beverage services. In
2003, Amtrak provided testimony on our food and beverage operations before the House T&I
committee. At the time, our performance was problematic. Amtrak OIG and the GAO had
studied the operation, and found that the annual cost of providing food and beverage service
exceeded revenues by a factor of 2; in 2006, this total amounted 1o a net loss of $88 million.
This was a problem, and Amtrak launched a program to reduce our food and beverage loss. We
reduced staffing levels in dining cars and introduced new products which were less labor
intensive. We introduced onboard credit card systems and began development work on “point of
sale” and warehouse inventory management systems. We negotiated a better contract with our
commissary contractor, and then obtained even better terms when we re-bid the commissary

management contract.

In 2011, Amtrak OIG recommended Amtrak pursue a program to implement cashless
onboard transactions, to minimize transaction costs, better utilize employee time, and reduce the
possibility of fraud. The full Point of Sale system is slated for system wide introduction in 2014
and cashless sales will be piloted shortly thereafter. Last year, when we appeared before the
House T&I Committee to testify about food and beverage, we had a story that highlighted the
considerable progtess we have made. Amtrak reduced its food and beverage loss by over 30%

between 2006 and 2012, from $105 million in inflation-adjusted dollars to $72 million. The total
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cost o Amtrak to offer food service to our passengers is about $204.9 million, or just over 8% of
our total cost structure. Of that, we recovered almost 63% of our costs through revenues in FY
2012 — meaning that the loss attributable to food service is equal to about 1.8% of all the costs

the company incurred.

We operate more than 300 trains in 46 states each day. and in addressing this problem we
knew one solution would not fill all needs. Cur improvement was achieved through a number of
actions. Some of it is a product of ridership growth; some of it is a product of better support
contracts, better technologies, and more efficient processes. Amtrak introduced more consumer-
relevant products, optimized the supply chain, improved decision support and pricing actions,
All of this is a product of a gradual process of transformation that is designed to improve

customer service, promote accountability, and increase the focus on Amitrak’s bottom line.

We are now in the process of completing the plaus for the next step, which is the
elimination of the food and beverage loss over the next five years. Amtrak has been working to
implement a strategic plan that will improve our focus on the bottom line, the elimination of the
food and beverage loss is consistent with this strategy. To ensure the proper management focus,
we have this past summer consolidated responsibility for operations and accountability for
financial performance into a single department. The current loss is heavily concentrated in the
dining car services of our long distance trains, and we have identified several strategies that will
help us to improve the financial performance of our food and beverage service. They fall into six

broadly defined categories of work:

s  On-Board Logistics



e Product Developmen: and Supply Chain
« Labor Optimization

» Training, Rewards, and Accountability
¢ Ticket Revenue Allocation

s Technology Enhancements and Process Improvements

In each category, specifically identified strategies will help us to cut costs or raise
revemue. For example, “labor optimization™ includes two approaches: first, seeking to ensure
that staffing is aligned with ridership, customer demand and financial performance on each route;
this ensures that costs are minimized where they can be, while ensuring that we employ
sufficient staff to meet demand and satisfy customers. That’s the cost savings aspect; we will
also seek to improve sales and the revenue generation of food service cars. We are working now
to establish metrics to assess employee sales, improve stock tracking, and exploring new pricing
and revenue management options. Many of our approaches allow us to expand on work that is
already ongoing. Implementation of onboard technologies is now underway, and is expected to
improve revenue recovery and provide improved decision support, while greatly reducing the
amount of time employees are required to spend performing unprofitable inventory tasks.

1 want to conclude by saying simply that a strong and viable food service program is vital
to Amtrak’s health. We believe we have a mission to minimize our impact on the taxpayer,
while providing an efficient and effective intercity passenger rail service on the national system.
We live in a very competitive transportation market, and one of our advantages is the ability to
provide some amenities — things like freedom of movement, city-center service, and the ability to

buy food when you want it. Taking this away would hurt our competitiveness and reduce our
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appeal to the customer, particularly the long distance customer, Studies have shown that
elimination of the food and beverage services on Amtrak trains would cost more in terms of
revenue than is spent on the existing service. We nevertheless recognize the importance of
getting the food and beverage loss to zero, and we are committed fo making this necessary

efficiency improvement within the next five years.
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Mr. MicA. Thank you. We will hold questions until we have
heard from everyone.

We will now hear from the Inspector General of Amtrak. Wel-
come and you are recognized.

STATEMENT OF TED ALVES

Mr. ALVES. Good morning, Chairman Mica, Ranking Member
Connolly and members of the subcommittee.

Thank you for the opportunity to discuss Amtrak’s food and bev-
erage service. My testimony today will focus on Amtrak’s progress
reducing losses and opportunities to further reduce losses by im-
proving business practices, processes and management information.

Losses in Amtrak’s food and beverage service have been a long-
standing issue and almost all of the losses were on long distance
routes. Over the last several years, Amtrak has taken a number of
steps to reduce food and beverage losses by increasing revenue and
reducing costs. These steps have trimmed losses by $33 million
since fiscal year 2006.

Nonetheless, losses were $72 million in fiscal year 2012. Our Oc-
tober 2013 report identified additional opportunities to improve
business processes which we conservatively estimate could reduce
losses by at least $10.5 million per year.

For example, in fiscal year 2012, aligning onboard staffing with
seasonal changes in ridership on long distance routes would have
reduced costs by about $7 million. Increasing the sales performance
of lead service attendants by just 1 percent would have generated
$1.6 million in additional revenue.

Shortening reporting times for onboard service personnel on
three long distance routes would have reduced labor costs by about
$100,000. Charging passengers for complementary items would
have saved $700,000.

We also noted that the lack of complete and accurate cost and
revenue data hinders manager’s ability to improve performance.
We also reported that contracting out food and beverage services
could offer significant benefits but also comes with complex work-
force and financial implications.

Other railroads have reduced costs by contracting out food and
beverage services. Although their operations are not directly com-
parable to Amtrak’s, they are generally similar and can provide
useful information about alternative business models.

The Downeaster, Alaska Railroad and the Rocky Mountaineer all
contract with third parties to provide food and beverage services.
Labor rates under these contracts are significantly lower than Am-
trak’s. For example, in fiscal year 2012, hourly labor rates for con-
tracted cooks on the Rocky Mountaineer averaged about $15 in-
cluding limited benefits, while Amtrak’s onboard employees aver-
aged about $41 including full benefits.

It is important to note that this fundamental change to Amtrak’s
business process would be complex and would involve significant
risks. Consequently, this option should be approached in a struc-
tured, methodical manner to consider the number of factors includ-
ing first the benefits that could be achieved by implementing proc-
ess improvements such as those we have identified before con-
tracting out. This is a best practice step often applied in order to
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ensure that the benefits of efficiency improvements go to the entity
rather than the contractor.

Second is the applicability of various railroad labor statutes.
Third is the safety and security responsibility of onboard food and
beverage personnel. Fourth is the likelihood and consequences of
labor unrest.

In closing, we are encouraged that Amtrak agreed with the spirit
of our recommendations and has committed to prepare a plan that
will lead to eliminating food and beverage losses over five years. I
believe this aggressive goal demonstrates that Amtrak is taking
this issue seriously.

In order to achieve its ambitious goal, Amtrak will need a well
developed plan that includes clear organizational accountability,
year by year actions and loss reduction goals, metrics to measure
progress and a sustained management commitment.

Mr. Chairman, this concludes my remarks. I would be glad to an-
swer any questions the committee has.

[Prepared statement of Mr. Alves follows:]
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Good Morming Chairman Mica, Ranking Member Connolly, and Members of the
Subcomumittee:

Thank you for the opportunity to discuss Amtrak’s food and beverage service. My
testimony today will focus on two areas:

1. Amtrak’s progress in reducing losses, and

2. Opportunities to further reduce losses by improving business practices,
processes, and management information

In summary, losses on Amirak’s food and beverage service have been a long-standing
issue. From fiscal year (FY) 2006 through FY 2012, the food and beverage service
incurred direct operating losses of more than $609 million. The overwhelming majority
of the losses were incurred on its long-distance routes.

We recognize that it is a significant challenge to provide efficient and cost-effective food
and beverage services across a nationwide passenger rail system with varying route
lengths and 24/7 operations. To successfully meet that challenge, it is important that
Amtrak consider fundamental changes in its management of the food and beverage
service.

Over the last several years, Amtrak has taken actions to reduce food and beverage
losses. Nevertheless, in FY 2012, losses still totaled $72 million. In our most recent
report, we-identified a number of opportunities to improve the efficiency and cost-
effectiveness of the food and beverage service, including improving business processes
and developing better business management data. Also, outsourcing certain food and
beverage services could significantly reduce labor costs, but has complex workforce and
financial implications. The corporation agreed with the spirit of our recommendations
and announced in October 2013 that it is developing a five-year plan to eliminate food
and beverage losses.

We are encouraged by this commitment, but recognize that promised actions alone
cannot substitute for results. Without a well-documented plan that includes clear
organizational accountability, year-by-year loss reduction goals and metrics, and a
sustained management commitment, Amtrak will not likely achieve the results it seeks.
We will monitor the corporation’s progress developing and implementing the plan.
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Losses Have Decreased but Remain Significant
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From FY 2006 through FY 2012, food and beverage operating losses decreased by a

e

reported $33.2 million, as shown in Figure 1.

Figure 1. Amtrak’s Reported Food and Beverage
Direct Qperating Losses,
FY 2006 to FY 2012 (dollars in millions)

$120.0
5105.2

$100.0 -+
$86.8 $86.3
$80.1

$80.0

$60.0 -

$40.0 -+

$20.0

$0.0 A g . g et ; g
FY2006  FY2007  FY2008  FY2009 FY2010  FY2011  FY2012

Source: Finance department, Food and Beverage Marketing Reports, FY 2006-FY 2012
Note: All figures are reported in 2012 dollars,



As shown in Table 1, about 99 percent of FY 2012 food and beverage losses
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($71.5 million) came from long-distance routes; labor costs were the key driver of the
losses. For example, on 13 of Amtrak’s 15 long-distance routes, labor costs alone
exceeded the revenue for food and beverage service.

Table 1. Reported Food and Beverage Direct Operating Loss,

FY 2012 (dollars in millions)

Direct Costs

Food and Total

Beverage | Onboard Direct Profit/ | Percentage
Routes Revenue Labor | Commissary Costs Loss of loss
Northeast
Corridor $36.5 $19.0 $16.7 $35.7 $0.8 1%
State-
supported 32.9 18.0 15.2 34.2 {1.3)° 2
Long-
distance 63.5 75.3 59.8 135.0 (71.5) 99
Total $132.9 $113.2 $91.7 $204.9 | ($72.0) 100%

Source: Amtrak Finance department, Food and Beverage Marketing Report for FY 2012,
Note: Numbers do not all add to totals due to rounding.

# Food and beverage operating losses on state-supported routes came from the routes where Amtrak
provided services that are not subsidized by the states. The Passenger Rail Improvement & Investment
Act of 2008 directed equal treatment of the states by October 16, 2013.

Amtrak achieved its reported reductions in losses from FY 2006 through FY 2012 as a
result of revenue increases and efficiency improvements that reduced costs. The
revenue increases came from the following sources:

¢ Food and beverage revenue transfers from sleeper class on long-distance routes
and Acela first-class tickets increased by $22.1 million.
Onboard cash and credit card sales increased $8.9 million on all routes.

¢ Subsidies from state-supported routes, which Amtrak counts as revenue,
increased by $1.2 million, from $9.7 to $10.9 million.

In addition, Amtrak took actions to reduce costs:

* In October 2008, Amtrak awarded a new contract for food and beverage service
warehouse management that included greater volume discounts and incentives
to control costs. As a result, from FY 2006 through FY 2012, commissary costs
decreased by $4.5 million.
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« Starting in fall 2011, Operations department officials began implementing
staffing efficiencies, such as reducing reporting times for onboard staff on
selected long-distance routes. Although labor costs decreased by $6.2 million in
the first full year after implementing these efficiencies, overall labor costs
increased by $3.6 million from FY 2006 through FY 2012}

To enhance the management of the food and beverage services, the corporation
consolidated previously dispersed responsibilities for food and beverage activities into
the Operations department. Although this was a positive step, three offices in
Operations still have food and beverage responsibilities and separate reporting chains
to the Vice President, Operations. As a result, accountability for improving financial
performance remains split among the three, leaving final accountability with the Vice
President, Operations.

In addition, our previous reports have documented long-standing internal control
weaknesses and gaps in the onboard food and beverage service. In a June 2011 report,
we estimated that $4 million to $7 million of Amtrak’s onboard food and beverage sales
could be at risk of theft.2 The report identified limited oversight on some routes and a
number of recurring employee schemes to steal revenues and inventories. Examples
include inflating first-class meal checks, selling non-Amtrak items for cash, shorting
cash register sales, stealing inventory, and providing items at no cost. In response to our
recommendations, the corporation has established a loss-prevention unit and also plans
to establish a pilot project for cashless food and beverage sales in early 2014.

Additional Business Process Changes Provide Opportunities to
Reduce Losses

Our October 2013 report identified a number of opportunities to improve business
practices, processes, and management information.?

1 A portion of these increases resulted from a 2010 labor agreement, which provided guaranteed wage
increases for food and beverage employees.

? Food and Beverage Service: Further Actions Needed to Address Revenue Losses Due to Control Weaknesses and
Gaps, Report No, E-11-03, June 23, 2011.

3 Food and Beverage Service: Potential Opportunities to Reduce Losses, Audit Report 01G-A-2014-001, October
31,2013,
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Opportunities to Improve Existing Model

Our report identified six opportunities to improve business practices and processes,
which we conservatively estimate have the potential to reduce losses by at least
$10.5 million annually —and probably much more, depending on how they are
implemented. Based on our work, we believe that Amtrak can capitalize on most of
these opportunities in the near- to medium-term.

1.

Align staffing of dining cars to ridership. When staffing dining cars, route
managers are not required to consider seasonal changes in customer demand,
which results in unnecessary labor costs. We estimate that aligning onboard
staffing on 13 long-distance routes with seasonal changes in ridership could have
reduced costs by about $6.9 million in FY 2012.

Monitor and manage the sales performance of lead service attendants. The
amount of revenue generated by different lead service attendants on the same
routes varies widely, which suggests an opportunity to earn more by using
performance monitoring tools and employee incentives. Increasing the sales
performance of these employees by just one percent in 2012 would have
generated $1.6 million. Amtrak is developing a report for managers to monitor
the sales performance of lead service attendants.

Shorten reporting times for onboard service personnel. Each long-distance
route manager determines reporting times based on operational needs. As a
result, the times vary from one to five hours before the train’s scheduled
departure. On the three long-distance routes we traveled, shortening the time
period could reduce labor costs by about $100,000 annually.

Align service to the needs of each route. Route managers retain their base
dining car service year-round for the duration of each long-distance trip
regardless of customer demand. Our analysis identified opportunities to align
food and beverage service with variations in ridership, customer demand, and
financial performance. These include amending or eliminating the sit-down
dining car service seasonally on selected routes or on portions of some routes.

Ensure that the cost of complimentary items is recovered. The Auto Train offers
passengers complimentary wine and cheese, and three long-distance routes
provide complimentary wine and champagne to sleeper car passengers. In

FY 2012, this practice cost Amtrak $428,000. In addition, employee pass riders
travelling for free consumed about $260,000 in complimentary meals on the Auto
Train in FY 2012. Amtrak can increase revenues and thereby decrease losses by
charging passengers for these items.
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6. Reduce spoilage. The food spoilage rate of the Great Southern Rail in Australia
is 5 percent; Amtrak’s is 8.3 percent. We identified a number of causes for
spoilage, including high onboard stock levels and excessive backordering. The
Downeaster, a state-supported Amtrak route, reduces spoilage by reducing the
price of food that approaches its expiration date at the end of trips. Selling food
approaching its expiration date would increase revenue. Reducing spoilage to
the level of the Great Southern Rail could save more than $1.2 million annually.

Improved Business Performance Information Needed for Effective Management

We also found that the food and beverage accounting process lacks the capability to
generate the information needed to efficiently and effectively operate the service. For
example, route managers lack labor cost and revenue data by train and departure date,

as shown in Table 2.

Table 2. Availability of Food and Beverage Financial Data by
Operational Level

Operational Level Revenues Costs
Labor
Wages Labor
& Benefits Support® Food Commissary
System-wide Available Available Avallable | Available Available®
Route® Available Available Available® | Available Available’
Available,
but not
calculated by
Train, by departure Limited departure
date’ Availability date Available® | Available Available'
Food Service Car, Limited
by departure date Availability | Unavailable | Available® | Available Available’

Source: Amtrak OIG analysis of Amtrak data and officials’ statements

Notes:

® Crew meals, crew hotels, uniforms, training, and some crew base costs
® Actual food costs are tracked and available for each of the 11 commissaries.

¢ There are 44 different routes (not including special trains).

¢ More than 300 trains operate each day.
® These costs are allocated.

These costs are allocated based on the number of trains served by each commissary.

Amtrak’s systems do not have the capability to track this data. To achieve profit-and-
loss accountability for the service, cost and revenue data must be more complete and
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accurate. In addition, Amtrak’s accounting process lacks the capability to generate
needed business information—such as the time of individual sales. The lack of this data
hinders the ability of managers to align staffing with customer demand.

Contracting Could Offer Significant Benefits, but Has Complex Workforce and
Financial Implications

To achieve a more significant impact on financial performance, Amtrak may require a
completely different business model. As we reported, contracting out food and
beverage services offers the greatest potential for cost reductions; nevertheless, this
change to the business process would be complex and risk-prone. Consequently, this
option should be approached in a structured, methodical manner.

Leading organizations consider it a best practice to pilot new programs and ideas to
determine the costs and benefits of a new approach. In addition, when considering the
outsourcing of activities, best practices organizations first ensure that their business
processes use the most efficient and effective approach for conducting the activity.
Otherwise, the cost of outsourcing could be higher than necessary, and much of the
subsequent efficiency gains could benefit only the contractor —not the organization.
Clearly, Amtrak’s business processes are not optimized so there are significant
efficiencies to be gained from process improvements.

Amtrak also would need to consider other qualitative and quantitative factors. The
quantitative factors include the applicability of various railroad labor statutes—such as
the Railroad Retirement Act, the Federal Employers” Liability Act, and the Railroad
Unemployment Insurance Act. Amtrak must also weigh certain gualitative factors, such
as the safety and security responsibilities of onboard personnel, and the possibility of
labor unrest. Further, a contractor would likely have to obtain its own liquor licenses,
which cost Amtrak about $88,000 a year—not including the administrative costs to
research state and local laws and navigate the application and approval process in
multiple jurisdictions.

Other railroads have tried this approach successfully. Although these models do not
provide a direct comparison to Amtrak’s food and beverage service, they are generally
similar. As such, they can provide useful information for identifying and considering
ways to reduce food and beverage losses. For example, the Downeaster, Alaska
Railroad, and the Rocky Mountaineer contract with third parties for all or nearly all of
their food and beverage service.
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On all three railroads, labor rates for food and beverage personnel are significantly
lower than Amtrak’s. According to Downeaster and Alaska Railroad officials, hourly
labor rates for contracted staff, including servers and cooks, ranged from $7.75 to
$13.00, with no employee benefits. In FY 2012, hourly labor rates for contracted cooks
on the Rocky Mountaineer averaged $14.70, including limited benefits. In contrast,
Amtrak’s onboard employees were paid an average of $41.19 per hour in FY 2012,
including full benefits.}

What We Recommend

Since we reported on potential improvements to the food and beverage service in 2011, we
have made various recommendations to the President and Chief Executive Officer, and the
Vice President, Operations, to improve the efficiency and effectiveness of food and
beverage services.

In September 2012, we recommended the development of a five-year plan for reducing
direct operating losses and emphasized the need to improve program accountability. In
October 2013, we recommended developing improved financial and business management
data, piloting various options to increase efficiency, and piloting contracting out food and
beverage services on selected routes. In commenting on both of our reports, Amtrak agreed
with the spirit of our recommendations and agreed to take actions, such as the
development of a five-year plan, with a goal to eliminate food and beverage losses. We will
continue to monitor Amtrak’s progress addressing our recommendations and report as
appropriate.

Mr. Chairman, I thank the Committee for your interest in our work. This concludes my
testimony, and I welcome your questions.

+ The labor rate is based on the average hourly rate plus hourly benefit rate for the highest wage position
{lead service attendant) and lowest wage position (service attendant). Amtrak benefits include medical
insurance, railroad retirement, post-employment benefits, dental insurance, disability insurance, life
insurance, unemployment, railroad workers compensation, and administrative fees. The Rocky Mountaineer’s
benefits include only medical insurance.
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Mr. MicA. Thank you. We will withhold questions.

Mr. ConNOLLY. May I ask one question, Mr. Chairman? Where
is Mr. Alves from?

Mr. ALVES. I am from Boston.

Mr. Mica. We will hear the rest of the witnesses and then yield
five minutes or whatever time you need for an opening statement
before we get to questions.

I now want to hear from Mr. Ed Howell, Senior Vice President
of Retail at Smithsonian Enterprises. I want to hear from him first
and then we will finish up because I want to hear a couple of suc-
cess stories. Go ahead.

STATEMENT OF ED HOWELL

Mr. HOWELL. Chairman Mica, Ranking Member Connolly and
members of the committee, thank you for inviting me to testify at
this hearing.

The Smithsonian Enterprises is a division of the Smithsonian In-
stitution, the world’s largest museum and research organization,
established in 1846 with bequests from English scientist, James
Smithson.

The Smithsonian currently encompasses 19 museums and gal-
leries, the National Zoo and nine research centers. The Smithso-
nian has facilities in seven States, the District of Columbia, the Re-
public of Panama and over 6,000 employees. We conduct research
in more than 100 countries.

Smithsonian Enterprises operates retail, media, product develop-
ment, licensing and other services that promote the Smithsonian
mission while generating essential, unrestricted funding for the In-
stitution. These include museum stores, theaters, restaurants and
cafes, mail order and online catalogs, book publishing, an award-
winning television channel and an award winning magazine.

By providing products and services that draw from the Smithso-
nian collection and the research and scholarship of our curators
and scientists, Smithsonian Enterprises plays a critical role in ad-
vancing the Institution’s mission, the increase and diffusion of
knowledge.

Smithsonian Enterprises is self sustaining. It does not receive
federal appropriations. The Smithsonian offers food services in nine
museums and the National Zoo. These consist of restaurants, cafes
and food carts operated by three independent contractors known as
concessioners. Smithsonian Enterprises oversees the concession
contracts at the museums and the Friends of the National Zoo,
FONZ, oversees the concession contract at the National Zoo.

Concessioners pay the Smithsonian a percentage of their sales
and are responsible for hiring and managing food service staff, pur-
chasing all food supplies and meeting performance standards estab-
lished by their contracts. The Smithsonian is proud of the variety
of food that is served at our museums and the Zoo.

The Smithsonian food service provides food and beverage to ap-
proximately 20 percent of our 30 million visitors each year. The va-
riety of offerings range from a hamburger and fries to cedar-
planked salmon cooked on an open fire pit at the National Museum
of the American Indian. The menu is designed to appeal to chil-
dren, families and adults from the United States and abroad.
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If you have any questions, I would be pleased to answer them.
Thank you.
[Prepared statement of Mr. Howell follows:]
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Chairman Mica, Ranking Member Turner, and Members of the Committee, thank you for inviting
me to testify at this hearing.

Smithsonian Enterprises is a division of the Smithsonian Institution, the world's largest museum
and research organization. Established in 1846 with a bequest from English Scientist James
Smithson, The Smithsonian currently encompasses 19 museums and galleries, the National
Zoo, and nine research centers. The Smithsonian has facilities in seven states, the District of
Columbia, and the Republic of Panama, and over 6,000 employees. We conduct research in
more than 100 countries.

Smithsonian Enterprises operates retail, media, product development, licensing and other
services that promote the Smithsonian mission while generating essential unrestricted funding
for the Institution. These include museum stores, theaters, restaurants and cafés, mail order
and online catalogues, book publishing, an award-winning television channe!l and an award-
winning magazine. By providing products and services that draw from the Smithsonian’s
collections and the research and scholarship of our curators and scientists, Smithsonian
Enterprises plays a critical role in advancing the Institution’s mission: the increase and diffusion
of knowledge. Smithsonian Enterprises is self-sustaining; it does not receive federal

appropriations.

The Smithsonian offers food services in nine museums and the National Zoo These consist of
restaurants, cafés, and food carts operated by three independent contractors, known as
concessioners.  Smithsonian Enterprises oversees the concession contracts at the museums
and Friends of the National Zoo (FONZ) oversees the concession contract at the National Zoo.
The concessioners pay the Smithsonian a percentage of their sales. The concessioners are
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responsible for hiring and managing food service staff, purchasing all food and supplies, and

meeting performance standards established in their confracts.

The Smithsonian is proud of the variety of food services offered at its museums and the Zoo.
The Smithsonian food services provide food and beverage to approximately 20% of our
30,000,000 visitors each year. The variety of offerings, ranging from a hamburger and fries to
cedar-planked salmon cooked over an open fire pit at the National Museum of the American

Indian, is designed to appeal children, families, and adults from the U.S. and abroad.

| am happy to answer any questions. Thank you.
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Mr. MicA. We will get back to you with questions.

Now we will go to Mr. Paul Worley, the Rail Division Director,
North Carolina Department of Transportation, Rail Division. You
are recognized.

STATEMENT OF PAUL WORLEY

Mr. WORLEY. Chairman Mica, Ranking Member Connolly and
members of the subcommittee, I am pleased to have the oppor-
tunity today to come before you and discuss North Carolina’s State-
supported intercity passenger rail program, our Piedmont and Car-
olinian services and use of vending machines to provide food serv-
ice aboard most of our trains.

I am Paul Worley, Rail Division Director with North Carolina
Department of Transportation.

We began operation of the North Carolinian passenger train
service in May of 1990 using Amtrak-owned equipment. This route
operates between Charlotte, Greensboro-Raleigh, Washington and
New York.

In May 1995, the State-supported Raleigh to Charlotte Piedmont
was added. Amtrak equipment was not available for this service,
so NCDOT acquired its own rehabbing used coaches and loco-
motives for half the cost of new equipment.

Both services have enjoyed tremendous success. Over the past
ten years, ridership on the Piedmont service has grown from just
under 40,000 riders in 2003 to over 170,000 riders in 2013. A sec-
ond daily round trip was added in June 2010.

Our inner city rail passenger service has evolved as we improved
safety, rail infrastructure and reduced travel times. For the first
seven years of the Piedmont service, 1995-2002, NCDOT offered a
traditional cafe hot food and beverage service. The car was staffed
with one full-time employee of a private sector food and beverage
service contractor. NCDOT competitively bid the Piedmont food
and beverage service.

While this service was very popular with the passengers, it was
also very expensive to operate and maintain. Because we served
hot meals, the State Health Department ruled it a rolling res-
taurant. Therefore, we had to comply with all the State regula-
tions.

Staffing the car with good, reliable employees every day was the
most challenging aspect of our service. During an average year,
this service with hot foot cost NCDOT approximately $350,000
after sales revenues were applied to labor and product maintenance
costs. This was simply not sustainable.

With this expense and reduction of travel time, the food service
on the Piedmont was temporarily modified to include a limited self
serve menu of complementary coffee, beverages and snacks.

After much in-house research and surveying of passengers,
NCDOT decided the most cost effective and efficient food and bev-
erage service for the Piedmont would be self service vending ma-
chines. We modified our cafe cars. We had two State-owned full
size snack machines installed and two beverage machines installed.
We also installed self service coffee and a bottled water display re-
frigerator.
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Since transitioning to a vending machine service, significant cost
savings have been realized. The machines have been shown to be
very reliable with minimal down time. We converted the cars and
that cost around $750,000 each. Costs associated with the bottled
water and coffee are covered by a 50 cent surcharge added to each
Raleigh to Charlotte corridor ticket.

Beyond the initial capital costs, NCDOT’s Piedmont snack and
beverage service is now paying for itself. Based on recent analysis,
revenue averages about $2,700 per month and supplies and main-
tenance costs around $2,000 per month. Don’t tell anyone we are
making money.

While we made these food services changes, our ridership has
grown by 279 percent from 2004 to 2013. Since initiating vending
machine service in 2009, ridership has grown by 248 percent. How-
ever, it must be noted that the second daily roundtrip of the Pied-
mont was added in 2010 and that has driven much of this growth.

While the Piedmont success story is one with which we are very
pleased, we currently rely on Amtrak’s food service on the Caro-
linian which is a much longer route of 704 miles. While we do not
feel that vending machine service is appropriate for such a long
route, we do believe there may be opportunities for efficiencies and
improved service.

Based on our current agreement with Amtrak, based on the new
PRIA Section 209 methodology, we estimate that food service losses
on the Carolinian for fiscal year 2014 are believed to total around
$500,000. As a State-supported service, we have to pay for that.

Food service is just one area in which North Carolina has taken
efforts to improve our service and find more efficient and less costly
ways to provide passenger amenities. In the coming year, we will
commission studies to find more efficiencies and enterprising op-
portunities with our State-supported services.

We have been a national leader in cost and safety, constructing
rail improvements and providing passenger service with high cus-
tomer satisfaction and will continue to develop those services to ex-
ceed customer expectations.

I appreciate the opportunity to provide testimony on these issues.
The State has innovated and tried to meet the needs of our cus-
tomers. While we all can learn from these experiences, one size
does not fit all.

Thank you.

[Prepared statement of Mr. Worley follows:]
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Chairman Mica, Ranking Member Connolly, and members of the Subcommittee, I am pleased to have the opportunity today to
come before you and discuss North Carolina’s state-supported intercity passenger rail program, our Piedmont and Carolinian

services and use of vending machines to provide food service aboard most of our trains.

My name is Paul Worley, and I am Rail Division Director with the North Carolina Department of Transportation. Our Department
has been has been an active participant in and leaders among the American Association of State Highway and Transportation
Officials (AASHTO) Standing Committee on Rail Transportation and the States for Passenger Rail Coalition. We have also been an
engaged participant in the States Working Group on the development of the cost allocation policy and working through the PRIIA
Section 209 negotiations with Amtrak.

The North Carolina Department of Transportation Rail Division, or NCDOT, began operation of the Carolinian rail passenger train
service in May 1990 using Amtrak-owned equipment. This route operates between Charlotte-Greensboro-Raleigh-Washington-
New York. In May of 1995, the state-supported Raleigh to Charlotte Piedmont service was added. This service was implemented to
connect the state capital of Raleigh to our state’s business center of Charlotte. Amtrak equipment was not available for this service

50 NCDOT procured its own equipment — rehabbing used coaches and locomotives for haif the cost of new equipment.

Both services have enjoyed tremendous growth, with the Piedmont leading the Amtrak system in ridership growth in recent years.
The Carolinian has grown to the point that capacity constraints are limiting further expansion in the near term. In addition, the
Piedmoni, with its unique state-owned equipment, has consistently been among the best in the country for customer service and
satisfaction. Over the past ten years, ridership on the Piedmont service has grown from just under 40,000 riders in FFY2003 to over
170,000 riders in FFY2013. A second daily round trip was added in June of 2010,

OQur intercity passenger rail service has evolved as we partered with the USDOT, North Carolina Railroad Company, Norfotk
Southern Railway and CSX Transportation to improve safety, strengthen rail infrastructure and reduce travel times. For the first
seven years of Piedmont service, 19952002, NCDOT offered a traditional café style food and beverage service. The NCDOT-
owned café car had both Jounge and booth seating, a self-service cafeteria-style counter line with display refrigeration units
containing prepackaged foods and beverages, and a fully-equipped galley for hot meal preparation, The car was staffed with one
full-time employee of a private sector contract food and beverage service provider. NCDOT competitively bid the Piedmont food
and beverage service over multiple year contracts. The contractor was responsible for provisioning the café car, preparing meals and
providing customer service. NCDOT's private sector train maintenance contractor was responsible for maintaining and cleaning the

café car during layover periods.

While the original Piedmont food and beverage service was very popular with passengers, it was also very expensive to operate
and maintain, Due to the preparation of hot meals — sausage and egg biscuits, grits, barbecue and the like - on board the car, the
North Carolina Department of Health and Human Services ruled that NCDOT's café car was a “rolling restaurant,” and therefore

had to comply with afl state restaurant regulations and inspections. The fumigation requi added costs, mainly by

increasing the spare railcar ratio. Food onboard a train requires many “touches,” from distributor, inventory, commissary and on-
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train storage, 10 preparation and serving the customer. A restaurant reguires seating and with a ready supply of customers, turnover,
The train duty cycle is long and staffing the café car with good reliable employees 7 days a week, 365 days a year was the most
challenging aspect of the service. During an average year. the café car service with hot food cost NCDOT approximately $350.000
after sales revenues were applied to total labor. product and maintenance costs. The Rail Division determined that this annual food
and beverage service loss was not sustainable or justifiable for the type of intra-state passenger service provided by the Piecimont.

where the total trip time had been reduced by a full hour to three hours. fifteen minutes.

Tn part due to the reduction in trip time, and the expense of offering hot meal service, food service on the Piedimont was modified
to include a limited self-service menu of coffee, complimentary beverages and snacks. Complimentary items were offered until we

could reevaluate our service, retool our equipment and change our offerings.

At the same time, NCDOT was also reevaluating its checked baggage service, which required the lease of Amtrak-owned baggage
cars. That full-length baggage car was underutilized due to the short Piedmont trip lengths. In addition to the baggage car lease
payments. NCDOT had to pay for the ongoing maintenance of the car. Thus the cost-benefit ratio for Piedmont baggage service was

poor, much like the food and beverage service prior to 2003.

After much in-house research and surveying of passengers, NCDOT decided the most cost effective and efficient food and beverage
service for the Piedmont would be self:service vending machines. The Rail Division decided to combine all “non-revenue”
functions in one railcar, thus eliminating the need for and expense of separate food service and baggage cars. NCDOT’s café cars
were withdrawn from service one by one for modification. The galley, cafeteria courtter and display refrigeration and freezers were
removed from the cars. In their place, a 28-foot-long baggage section with five bicycle racks was constructed. A 20-foot-long portion
of the lounge area was converted to the vending machine area. On one side of the vending area, two state-owned full size snack
machines and two full size beverage machines were installed. On this side there is also a counter that includes recycling for bottles,
printed materials and cans. The vending machines are fully bolted and attached to the passenger cars so that they may withstand
tipping in service or in the event of a derailment at 8 G's of tearout force, On the opposite side of the aisle, a stainless steel counter
with a small sink, self-service coffee dispensing machine and a bottled water display refrigerator were installed. The vending

machine area was made wheelchair accessible. Two wheelchair locations with folding tables were installed in the lounge area.
1 will now quickly go through some slides so you can better visualize the changes in our equipment.

Since transitioning to vending machine service, significant cost savings have been realized. The machines have proven very reliable
with minimal downtime, Contract vending machine repair technicians are available on short notice at both ends of the Raleigh
to Charlotte rail corridor. Because each NCDOT baggage/lounge car carries two snack machines and two beverage machines,

redundancy assures product availability should one machine be temporarily out of service or out of a particular variety of product.

The conversion of the NCDOT café cars to combination baggage/lounge cars cost NCDOT approximately $750,000 each. The
average cost of a vending machine is $3,500. During a typical month their sales exceed the cost of goods sold. Costs associated with
bottled water and self-service coffee are covered by a 50¢ surcharge added to each Raleigh to Charlotte corridor ticket. To maintain
uniform pricing between the Piedmont and Carolinian, the surcharge was also added to each Carolinian fare (for the Raleigh to
Charlotte corridor only). Exclusive of the initial capital costs for converting the NCDOT railcars to vending machine service,
NCDOT’s Piedmont snack and beverage service is now paying for itself. Because meals are no longer prepared on the railcar, State
Health Department inspections and maintenance requirements, and their associated costs, have ended. Products in the vending
machines are purchased at local warehouse clubs and stocked by our maintenance contractor. Vending machine products that are

near expiration are donated to a non-profit Food Bank.

~
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Based on recent analysis. Piedmonr service vending machine revenuc averages about $2.700 per month. For the average month. the
cost for supplies. maintenance and depreciation totals about $2.000 per month. While we made these food service changes, our
ridership has grown by 279% (from FFY2004 to FFY2013). Since initiating vending machine service in FFY2009. vidership has
grown by 248%. However. it must be noted that the second daily round trip of Piedmont service was added in FFY2010 ~and that.
as opposed to food service offerings. has driven much of this growth. Given the relatively short trips times. we do not believe that
the vending-style food offerings have negatively impacted our service. and we do pride ourselves in having a good cup of coffee

that is made by the cup to minimize waste. I will add!

While the Piedniont s success story is one that we are very pleased with, we currently rely on Amtrak’s food service on the
Carolinian, which is a much longer route that operates through to the Northeast Corridor. While we do not feel that vending
machine service is appropriate for such a long route {704 miles) with average trip lengths of over 300 miles, we do believe there may
be opportunities for efficiencies and improved service and products. We look forward to working in collaboration with Amtrak to
increase revenue and find efficiencies while improving service. For example, there is not an incentive for food service attendants to
increase sales. Also, the food service car is closed for part of each trip so that employees can inventory stock during a shift change.
Amitrak has indicated that point of sale systems are on the way and will prevent this practice, but to date, it continues. These are just
a few of the areas we would like to look into. Also, many products often sell out, and there are limited to no measures to restock.

To ook into matters such as these, accurate food service revenue and cost data must be provided. Currently, only summary level
estimates are made available by Amtrak. Amtrak has indicated that it cannot provide actual sales information and product cost
data for the Carolinian route. However, based on our current agreement with Amtrak, that is based on the new PRIIA Section 209

methodology, we estimate that food service losses on the Carolinian for FFY2014 are believed to total approximately $500K.

Unfortunately, the limited data we are provided by Amtrak and the processes in obtaining it does not allow us to maintain a real-
time cost analysis of the riders and fares so that we get a good account of who has paid for the coffee and water surcharge on the
Piedmont. Getting such data, much of which Amtrak designates as proprietary, is always complex and is governed by proprietary
provisions that are detailed in our new Section 209 operating contract. If NCDOT had more current or real time access to this

data through the Amtrak E-ticketing system while providing Amtrak the ability to protect their franchise, we could better analyze
costs, expenses, revenues, and ridership between city pairs, thus providing an improved service that is partly paid for through the
public sector. This would also allow us to better collaborate with Amtrak on providing the North Carolina services. While the
exact amount of surcharge revenue is not known due to these data limitations, we have calculated the surcharge based on historical
passenger information. Based on this calculation, we believe surcharge revenue for the Piedmont service, which is used to pay for
water and coffee service, totaled approximately $78K in FFY2012, or about $6.500 per month — far in excess of the average monthly
cost of approximately $2.4K.

Vending is just one area in which North Carolina has taken steps to improve our service and find more efficient and less costly ways

to provide passenger amenities. We noted the savings in capital costs by procuring and restoring used equipment to today’s safety

and travel standards. In addition, we provide amenities such as AC power at all seats, 4G Wi-Fi coming early 2014, and volunteer

train hosts that assist riders with information in order to provide the best customer service experience possible. Also, our Piedmont
t has been maintained by private contractors, who are provided benefits comparable to state employees including health

insurance, at our Raleigh maintenance facility owned by NCDOT since 1995. We are very pleased with the quality of maintenance
performed on our fleet and the flexibility to accommodate daily and special operations.

In the coming year, we will commission studies to find more efficiencies and enterprising opportunities with our NCDOT passenger
services, including but not limited to food offerings, reservation services, joint marketing opportunities and brokered purchase
of liability coverage, which continues to be a major expense for NCDOT — but is one area that Amtrak can cover without such a

significant expense to states.
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NCDOT has ied the nation in ¢

g safery. constructing rail improvements — now even with local traditionat highway contractors

warking on main line railroad projects. and providing passenger service with high customer satisfaction. Against this backdrop of

innovating. learning and making rational adjustments, NCDOT continues to develop services that exceed customer expectations.

All this being said. we know that there is still much to do. As Congress prepares to reauthorize PRUA, 1 hope you will look at
ways to provide extra flexibility to the states — the ones now paying for the allocated cost of services as per Section 209 —and

not overwhelm us with processes that keep data from public view, labor costs high and without flexibility, and amenities without
competition and innovation. A 2lst-century high-performing railroad service must be allowed to take advantage of competitive
contracts in both cost and service delivered. This will allow states to improve the services, generate additional revenues, and close

the financial gap between the fare box and service provided by the state.

Mr. Chairman. 1 appreciate the opportunity to provide testimony on these issues. States have innovated in food and other services to
meet the needs of our customers. While we can all learn from these experiences, one size does not fit all, and a solution that works
well in one state may not work in another part of the country. As Congress considers reauthorizing PRIIA, I ask that you grant
more authority — and perhaps even incentives to states and Amtrak — to develop creative and cost-effective solutions. I ask for the
continued support of the Subcommiittee as we pursue our work, and I again offer our assistance as the body considers important

issues that impact our ability to deliver a cost-effective and efficient rail passenger program. Thank you.

For more information on NCDOT passenger service initiatives, visit our web site at:

hitp:/Awww.ncbytrain.org

or contact:

Paul C. Worley, CPM

Rail Division Director

NC Department of Transportation Rail Division
1553 MSC

Raleigh, NC 27699-1553

Phone: (919) 707-4714

pworley@ncdot.gov
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Current vending-style food service.
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Mr. MicA. Very accurate, right down to the second. Thank you.

We will hear now from Mr. Dwayne Bateman. He is Vice General
Chairman of Unite-HERE Local 43. Welcome and you are recog-
nized.

STATEMENT OF DWAYNE BATEMAN

Mr. BATEMAN. Thank you, sir.

Chairman Mica, Ranking Member Connolly and members of the
committee, thank you for the opportunity to come today and speak
on behalf of Amtrak’s food and beverage service workers.

My name is Dwayne Bateman. I am a lead service attendant cur-
rently working in Amtrak’s Northeast corridor between Wash-
ington and New York City. I am also Vice General Chairman for
Unite-HERE Local 43 which represents many onboard service
workers. I have been in on-board service for over 35 years working
virtually every position associated with this service and on numer-
ous trains.

When you work on-board Amtrak trains, you have to be trained
and able to respond to every type of emergency. You cannot call
911 on a train traveling across the Mojave Desert or the Great
Plains. If someone has a heart attack, we have to save their life.
If there is a derailment, we have to evacuate the train. If there is
a terrorist onboard, it is our job to take action. We are trained and
ready to respond.

Another fact concerning working on Amtrak trains. It is ex-
tremely grueling. Say someone is working the California Zephyr be-
tween Chicago and northern California, which is a six day
roundtrip assignment where they work 84 hours practically on
their feet the entire time. The shortest workday lasts 10 hours and
there are three days where they work 17 hours or more per day.
Anyone who works for on-board service knows what back breaking
labor feels like.

No one is more acutely aware of the pressures facing Amtrak
than the service workers who devote themselves to caring for our
passengers. Now the Inspector General says we earn too much. To
justify this, his report made comparisons to the Downeaster which
only lasts eight hours roundtrip and does not profit from its food
service. He also compared us to tourist trains that do not operate
overnight or have sleeping berths.

None of the aforementioned service workers are subject to the ar-
duous conditions or required to meet the stringent emergency and
safety training standards of Amtrak employees. Let us be frank.
Low wage food and beverage jobs are completely incompatible with
transportation security and good customer service.

Rather than playing politics or making uninformed comparisons,
let us be reasonable. If you want to look at the cost of similar types
of work, do not look at commuter service or tourist railroads. Look
at aviation instead.

After five years of service, an Amtrak food and beverage worker
earns between $24.50 and $28.62 per hour. This is very similar to
flight attendants on American, Continental, Delta, Spirit, United
and US Airways. Not only do airlines pay the same rates as Am-
trak, they also recognize the value in food service. Despite the
much publicized decade of cost cutting on airplanes, Amtrak’s per
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passenger food service costs may actually be lower than U.S. air-
lines.

Premium fare passengers expect Amtrak, like other transport op-
erators, to provide food and beverage service as an amenity in-
cluded in the price of their ticket. While the past decade has seen
commercial airlines take extreme measures to cut meal service to
their coach passengers, they have committed to recognize that cul-
inary amenities are essential to maintaining competitiveness in the
premium market.

Some have proposed that the best solution to the ageless riddle
of how do you profit from passenger rail or more specifically, Am-
trak’s passenger rail food service is outsourcing our work and pro-
viding corporate subsidies to those same contractors with no prom-
ise of well qualified personnel, a living wage or benefits.

Simply put, it is not fair to Amtrak’s onboard service workers or
passengers who pay for, expect and deserve safe and reliable serv-
ice.

When I joined Amtrak, I had no expectation that this job would
make me a rich man but it is honest and respectable work with
long hours. We earn a fair wage, we get rail retirement pension
which is funded solely by contributions from railroads and their
employees. It has allowed me to provide for my family, help send
my two girls to college and live a middle class life.

I have invested over three decades in this career. I have worked
hard, earned a decent living and expect to retire with dignity. I
urge you, before eliminating good American jobs, consider that all
could be adversely affected or devastated.

Thank you very much for your time.

[Prepared statement of Mr. Bateman follows:]
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Testimony of
Dwayne Bateman
Amtrak Food and Beverage Worker

Before
Comumittee on Oversight and Government Reform
Subcommittee on Government Operations

“Reviewing Alternatives to Anitrak’s Aunual Losses in Food and Beverage Services”

November 14, 2013

Chairman Mica, Ranking Member Connelly and members of the committee, I thank you and
welcome this opportunity to participate in this hearing on Amtrak food and beverage service.

My name is Dwayne Bateman and | am a Lead Service Attendant currently working on Amtrak’s
Northeast Corridor route between Washington, D.C. and New York City. I am also Vice
General Chairman for Unite-HERE Local 43, one of the three unions that represents Amtrak’s
on-board service workers, I have been an on-board food and beverage worker for over 36 years,
working in virtually every position associated with this service including Train Attendant,
Service Attendant, Food Specialist, and Lead Service Attendant. During my career I have
worked on several Amtrak routes including the Capitol Limited and the Cardinal between
Washington, D.C. and Chicago; the Crescent between Washington, D.C. and New Orleans; the
Montrealer between Washington, D.C. and Montreal, Quebec; and the Northeast Corridor.

Having worked as an on-board employee for all of these years, I am in a position to shed light on
Amtrak’s food and beverage services from a worker’s vantage point. To begin, I need to point
out that comparing Amtrak food and beverage services to a fast food restaurant, such as
McDonalds, completely ignores the requirements and responsibilities of on-board service
workers. The comparison reveals a lack of understanding concerning the job functions and
Amtrak’s strict safety standards. I hope this hearing will not continue to rely on these types of
faulty comparisons.

Amirak On-board Service Worker Job Functions

The job duties are unique, demanding, and require training to perform multiple functions, as I
described in detail in my written testimony for an August 2, 2012, House Transportation and
Infrastructure Committee hearing.

Safety and Security Functions

On-board Amtrak service workers are responsible for the safety of the riding public. They are
required to take several training modules that prepare them to respond to a wide range of
potential events that may occur on a train, from a derailment, to a medical emergency, to a
security breach. Given the railroad environment, emergeneies can occur in remote locations that
are difficult for emergency responders to access. Fire and rescue personnel cannot always arrive
on the scene immediately, This means on-board workers are the first responders in the event of
an emergency, Employees are trained in emergency evacuation procedures and in fire
suppression. They get Red Cross first aid training, special training fo assist passengers with
disabilities, and they are trained to handle bomb threats and suspect packages. (Appendix 1
provides a brief summary of safety and security training on-board workers receive.)
1
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Job Functions

On-board workers perform their food and beverage functions aboard a moving train. This is a
unique environment. In addition to the safety, security and food and beverage functions, on-
board service workers have to be intimately familiar with the design, layout, and safety features
in every type of car in the train. In an emergency, they have to open and lower traps, make train-
to-train passenger transfers, and direct emergency evacuation.

Work responsibilities include on-board accounting procedures, announcements, signage, service
recovery procedures, baggage handling, customer service, and uniform requirements. All of this
work is governed by extensive policies, procedures and standards, as illustrated in the Service
Standards Manual Table of Contents. (Please refer to Appendix 4.)

They must comply with extensive policies, procedures, and instructions that govern the delivery
of food and customer services, many of which require specialized training to perform. They
comply with U.S. FDA regulations governing Amtrak food service.

A single shift on the Northeast Corridor usually lasts 12 to 18 hours. On long distance trains, the
job functions and environment are even more demanding. During three- to six-day trips, on-
board workers generally work 16 hours each day. If a trip lasts one week or more, on-board
workers may work as many as 46 hours in a 68-hour window. (In appendix 2, tables 1-3 provide
a snapshot of a Lead Service Attendant’s workday on the Northeast Corridor. Appendix 3 offers
information on a Lead Service Attendant’s schedule aboard a long distance train.)

Unlike many workers, on-board employees do not make overtime pay after working eight hours
in a day or even 40 hours in a week. It is common for on-board attendants to work 17- or 18-
hour days with a minimal crew, But overtime pay kicks in only after they have worked 185
hours in a month. In negotiations, the Service Workers Council has asked Amtrak for overtime
pay after 16 hours of work in a day, and Amtrak has said that it could not afford it.

These employees not only work away from their homes, but their schedules are erratic. Up to 20
percent of these employees do not have established rest days and they are subject to call for
assignment at any time day or night.

In addition, their hourly rates of pay are designed to cover the many hours for which they receive
no compensation whatsoever. A look at schedules for service attendants, as an example, shows
that on the Capitol Limited and the Cardinal they are only paid 29 hours 15 minutes per trip, but
they are required to spend an additional 21 hours 40 minutes of unpaid time on the trains or at
away-from-home terminals—that is, 42 percent of the employee’s time is unpaid. On other
trains, the percentage of unpaid time is similar.

In negotiations, Amtrak management has preferred to grant incremental wage increases rather
than to agree to work rule changes such as overtime pay after 16 hours of work, or payment for
more of the time on the job that is currently unpaid. For anyone familiar with these matters to
now tell us that those pay rates are excessive is to stand that bargaining history on its head.

In recent years, some reformers have proposed the privatization of food and beverage services.
A provisien in H.R. 7 would have provided corporate welfare to private contractors while
eliminating decent middle class Amtrak jobs like mine. Those sorts of proposals are simply not
credible and they do not offer a positive contribution to any effort to improve Amtrak services.

2
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The effort by some members of Congress o justify contracting out food and beverage service on
Amtrak ignores these unique working conditions and its traincd and specialized on-board
workforce. It also ignores the failed attempts to contract out this service in the past.

Amtrak has explored contracting out this service. And some union members have lost their jobs
as a result. All of its efforts have either failed to get off the ground or did not generate profits,
Amtrak has attempted to contract out the use of food carts on the trains and experimented with
installing vending machines. It privatized the commissaries, but profits never poured in. When
the states of Maine and North Carolina hired vendors to operate cafe cars on short routes, they
were forced to provide subsidies to the private companies even though they hired workers at
significantly lower rates of pay. Despite proponents™ promises, contracting out does not offer
any easy answers,

Amtrak Inspector General Report

Last month, the Amtrak Inspector General released a report on the food and beverage service.
The study has some serious flaws. In contrasting our work to on-board services at Alaska
Railroad, Rocky Mountaineer, and the Downeaster, the Inspector General made ill-informed and
misleading comparisons, None of the services the Inspector General compared to Amtrak’s food
and beverage service even begin to mirror Amtrak’s operations and services.

The Rocky Mountaineer offers sceric railroad service that is marketed to tourists. The schedules
are seasonal in nature and get curtailed during the winter months. It does not offer sleeper berths
and passengers are apparently expected to sleep in hotels during trips that last more than a single
day. Additionally, because the Rocky Mountaineer runs almost exclusively in Canada it operates
under a completely different set of legal requirements. Health care costs for employers are
dramatically different because of Canada’s nationalized system of health care. The pension
systems are also different. In the United States, the Railroad Retirement system is privately
funded by contributions from employers and employees. Additionally, members of Congress
should think twice before embracing the Canadian rail safety regime, which allowed one-person
crews and contributed to the tragic accident at Lac-Mégantic, Quebec in which dozens of
innocent people were killed by an unattended 74-car runaway train.

Like the Rocky Mountaineer, the Alaska Railroad limits its service during the winter months.
Additionally because it does not operate interstate service, the railroad is subject to a different set
of transportation, safety, and labor laws. Rail labor supports the Alaska Railroad and its hard
working employees, but it does not provide the extensive intercity passenger rail services that
‘make up the national network operated by Amtrak,

The Inspector General also used the Downeaster as a basis of comparison. The Downeaster is a
state supported Amtrak route between Boston and Brunswick, Maine. The service is
significantly different from most Amtrak routes. The trips are relatively brief, with a one-way
trip lasting less than three-and-one-half hours. The Downeaster’s food and beverage service was
examined in some detail in a 2012 Transportation and Infrastructure Committee hearing, which
revealed that even the Downeaster cannot make a profit on its cafe. According to Patricia Quinn,
the Executive Director of The Northern New England Passenger Rail Authority, which operates
the Downeaster, “The Downeaster achieves the cost and recovery rate of 75 percent in our fiscal
year, which runs from July through June. In our fiscal year 2012, our total cafe sales were about
$575,000. Cafe expenses were about $770,000, which is a net loss of $195,000.”
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Downeaster cafe employees do not meet the same wage or safety standards as those on other
Amtrak routes. During the hearing, Rep. Nick Rahall’s (D-WV) questions to Ms, Patricia Quinn
revealed that workers on the Downeaster meet much different safety, training, and work duty
criteria.

Mr. RAHALL. What are your food and beverage workers paid? And what kind of
benefits do they receive, what sort of training do they receive? And do they receive
background checks?

Ms. QUINN. Our food and beverage workers have different job descriptions and duties
than the Amtrak LSAs do. They generally are food service workers, and their role and
responsibility is to get on the train and manage the cafe. The conductor stays as the
person who is in charge of the train. They go through a regular employment review, not
necessarily a background check,

Mr. RAHALL. Training?

Ms. QUINN. And training is in food service and the operation of the cafe, but not in the
operation of the train. So it is not as extensive as what the Amtrak LSAs receive.

Additionally, in responding to Rep. Corrine Brown’s (D-FL) gquestions, Ms. Quinn said, “You
know, our operation is pretty barebones. There are about 15 or 18 employees, food service
employees.”

Rather than offering faulty comparisons between Amtrak and the three rail services outlined
above, the Inspector General should have looked at other national railroads or the aviation sector.
Flight attendants.on U.S. airlines provide food and beverage service every day. But they are also
subject to a strong set of safety standards mandated by the federal government. And, like
Amtrak workers, many flight attendants earn middle class salaries,

Without factoring in revenue, the total cost of Amtrak’s food service has averaged $6.95 per
passenger since 2008.' Over the same period, American, Delta/Northwest, and
Continental/United spent an average of $5.33-$6.46 per passenger on food service supplies
alone, prior to the labor costs of service, which represented over 50 percent of the Amtrak total.

Premium fare passengers expect Amtrak, like any other fransport operator, to provide food and
beverage scrvice as an amenity included in the price of their tickets. While the past decade has
seen commercial airlines take extreme measures to cut meal service to their coach passengers,
they have continued to recognize that culinary amenities are essential to maintaining
competitiveness in the premium market.

In addition, unlike most commercial airlines, Amtrak has established and maintains a substantial,
functioning retail business in on-board food and beverage sales. Based on the proportion of
Amurak’s food and beverage revenue that came from cash sales in 2005, sales have likely
averaged well over $2.00 per passenger in recent years.? By comparison, industry reporting
suggests average food and beverage sales for commercial airlines were less than $1.00 per
passenger in 2009, In fact, at a 2010 airline industry conference, one consultant used Amtrak’s

1 2011 constant dollars
* 2011 constani doflars. Assumes 50-60% of lotal food and beverage revennes are generated through cash sales. (See 2006
National Rail P ger Association E ic White Paper
http:tfwww.narprail orglems/images/nploadstwhitepaper._food -06.pdf)
4
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in-seat sales program as a model of service and salesmanship for airlines struggling to establish
on-board retail operations, describing the Amtrak program as “perfecting an on-board at-seat
sales tradition,”™

The unions representing on-board food and service workers are continually working with Amtrak
to uphold the highest levels of safety, improve the customer experience, and increase the cost
recovery. However, ill informed comparisons from the Inspector General contribute absolutely
nothing to this effort.

Conclusion

I have spent my life working for Amtrak with a promise of earning a fair wage and getting a
decent Railroad Retirement pension, which is funded solely by contributions from railroads and
their employees. When I joined Amtrak, I had no expectation this job would make me a rich
man. But it is honest and respectable work with long hours. It allowed me to provide for my
family, help send my two girls fo college, and live a middle class life. 1 have invested over three
decades into this career. 1 work hard, earn a decent living and 1 expect to retire with dignity. 1
urge you to consider this before eliminating these good American jobs.

Again, I thank you for the opportunity to testify before this committee.

? ldeawarks, Inc., “Airline Information Mega Event 2010”
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APPENDIX 1 - SUMMARY OF ON-BOARD WORKER TRAINING REQUIREMENTS
(DOES NOT INCLUDE ALL REQUIRED TRAINING)

Emergency Preparedness Training: We receive training to be prepared to
respond to any emergency situation, such as a derailment, service interruption or

fire. We are also required to have emergency preparedness training to respond to
injuries and illnesses, which includes emergency care that covers CPR and the use
of automatic defibrillators. This training is required every two years and we are
not permitted to work if our training is not current.

First Aid Training: We receive training to be prepared to respond to an on-board
injury or illness of a passenger or co-worker and are governed by first aid
procedures.

On-Board Passenger Safety Training: We receive training to be prepared to
assist passengers with on-board safety while on the train. We assist passengers
with basic but important requirements while on board, such as wearing shoes at all
times, not standing in vestibules, no running, using seatbacks and luggage racks for
stability, and safe boarding and exit.

Training to Assist Passengers with Disabilities: We receive training to assist
passengers with disabilities, both non-wheelchair and wheel-chair assistance, and

service animals.

Emergency Evacuation Training: We receive training to evacuate passengers
from trains in the event of an emergency, to use emergency on-board equipment
and to respond to particular types of accidents, such as train emergencies in
tunnels.

Training on Responding Bomb Threats/Unattended Items: We receive training
to be prepared to respond in the event of a bomb threat or other terrorist activity,

and training to be vigilant for unattended items and how to respond.

Training on FDA Rules and Inspections: We receive training on FDA rules and
inspections. We are governed by policies and procedures for the safe handling of
food, the inspection and monitoring of food service equipment, including
refrigerators and freezers, and safe procedures for supplying coaches with water
and refilling storage tanks.



42

APPENDIX 2 - ON-BOARD WORKER JOB FUNCTIONS

Table 1

LSA-Café Work Day on Northeast Corridor Pre-Departure Work
5:15 AM Report For Work (Washington to Boston Trip)

* Sign in and receive safety briefing, uniform inspection with possible bank and tool check
* Confer with supervisor regarding unusual occurrences, conditions or schedule changes
* Check bulletin board for recent operation or service memos

* Review manifest to identify business class customers, or if there are groups, special requests
* Inventory stock, report shortages, and submit backorders to vendor

* Check stock to make sure it is usable, in-date

* Complete paperwork

* Properly store stock

* Inspect equipment and report any defects to mechanical department

* Check HVAC, water, doors, lighting, seating, contact surfaces, etc.

* Check food service equipment and temperatures of refrigerators and freezers

* Verify cash register or POS is installed and functioning properly

* Set up credit card machine

* Inspect interior of café car for cleanliness and defects

* Inspect bathroom for cleanliness/properly stocked

* Check wall menus

* Check to confirm that the required forms, tools and supplies are on board

* Set-up service display on the counter

* Set-up bar-back display

* Prepare support materials

* Fill condiment trays

* Make coffee

* Greet and assist passengers

-Café Work Day on Nertheast Corridor En-Route Work Table 2

7:00 AM Depart on Train No, 2154 — Destination Boston

* Maintain a professional demeanor and appearance

* Provide high level customer service

* Make required service announcements

* Greet and assist passengers

* Provide customer information

* Prepare and serve food and beverages

* Maintain and control inventory

* Secure company funds

* Monitor refrigeration

* Monitor restrooms, clean, re-stock when necessary

* Monitor, clean tables and seats when necessary

* Continuous observance for unusual, suspicious passenger activity

* Continuous monitoring for unattended luggage

* Continuous monitoring of luggage racks to ensure luggage properly secured
* Continuous monitoring of walkways to ensure no obstructions

* Continnous monitoring of trash receptacies and replacement when necessary

LSA-Café Work Day on Northeast Corridor End of Trip Work Table 3

11:30 PM Arrive on Train No. 2173 - Washington

* Inventory supplies and separate condemnation

* Close out cash register

* Close out credit card machine

* Complete inventory and sales report form (Transfer Out Form)
* Reconcile Transfer Out Form and cash register report

* Note defects on the mechanical report

* Clean work areas
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APPENDIX 3 - ON-BOARD WORKER JOB FUNCTIONS / LONG DISTANCE

LSA-Café Trip on California Zephyr Pre Trip Work Train No. §
DAY 1
11:06 AM Report For Work (Chicago to California)

* Sign in and receive safety briefing, uniform inspection with possible bank and tool check
* Confer with supervisor regarding unusual occurrences, conditions or schedule changes
* Check bulletin board for recent operation or service memos

* Review manifest

* Inventory stock, report shortages, and submit back orders to vendor

* Check stock to make sure it is usable and in-date

* Complete paperwork

* Properly store stock

* Inspect equipment and report any defects to mechanical department

* Check HVAC, water, doors, lighting, seating, contact surfaces, etc.

* Check food service equipment and temperatures of refrigerators and freezers
* Verify cash register or POS is installed and functioning properly

* Set up credit card machine

* Ingpect interior of café car for cleanliness and defects.

* Inspect bathroom for cleanliness/properly stocked

* Check wall menus

* Check to confirm that the required Forms, tools and supplies are on-board

* Set-up service display on the counter

* Set-up bar-back display

* Prepare support materials

* Fill condiment trays

* Make coffee

W Trip Continuation (Day 1)

-Café Trip on California Zephyr En-Route Work Train No. 5

DAY 1

2:00 PM Depart on Train No. 5
{On Duty from 11:00 AM — 11:00 PM) 12 Hours on Duty / 6.5 Hours Rest on Train

* Maintain a professional demeanor and appearance

* Provide high level customer service

* Make required service announcements

* Greet and assist passengers

* Provide customer information

* Prepare and serve food and beverages

* Maintain and control inventory

* Secure company funds

* Monitor refrigeration

* Monitor restrooms, clean, re-stock when necessary

* Monitor, clean tables and seats when necessary

* Continuous observance for unusual, suspicious passenger activity

* Continuous monitoring for unattended luggage

* Continuous monitoring of luggage racks to ensure luggage properly secured
* Continuous monitoring of walkways to ensure no obstructions

* Continuous monitoring of trash receptacles and replacement when necessary

NOTE
Job Functions Applicable to All On-Duty Shifts During Trip
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Appendix 3 — Page 2

¥ Trip Continnation (Day 2)

En-Route Work

Train No. 5

LSA-Café Trip on California Zephyr
DAY 2

Shift Starts at 5:30 AM
(On Duty from 5:30 AM ~ 11:00 PM) 17.5 Hours on Duty /7 Hours Rest on Train

NOTE
En-route Job functions Continue

¥ Trip Continuation (Day 3)

En-Route Work Train No. 5

LSA-Café Trip on California Zephyr
DAY 3
Shift Starts at 6:00 AM

(On Duty from 6:00 AM — 5:00 PM) 11 Heurs on Duty / 13 Hours Rest in Hotel
Scheduled Arrival at Destination (Emeryville, CA)

NOTE
En-route Job functions Continue

LSA-Café Trip on California Zephyr Post Trip Work
4:10 PM Arrive on Train No. 5~ Emeryville, CA

* Inventory supplies and separate condemnation

* Close out cash register

* Close out credit card machine

* Complete inventory and sales report form (Transfer Out Form)
* Reconcile Transfer Out Form and cash register report

* Note defects on the mechanical report

* Clean work areas

Off Duty 5:00 PM

¥ Trip Continuation (Day 4)

LSA-Café
DAY 4

Trip on California Zephyr Return Trip to Chicago Train No. 6

6:00 AM Report For Duty (California to Chicago)

9:10 AM Depart on Train No. 6
(On Duty from 6:00 AM - 11:00 PM) 17 Hours on Duty/ 7 Hours Rest on Train

. NOTE
Same Pre-Trip Job Functions as Train 5 ~ Chicago te California
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¥ Trip Continuation (Day 5)

L.SA-Café Trip on California Ze Return Trip to Chicago Train No. 6
DAY 5

Shift Starts at 6:00 AM

(On Duty from 6:00 AM — 11:00 PM) 17 Hours on Duty / 7 Hours Rest on Train

NOTE
Same Pre-Trip Job Functions as Train § — Chicago to California

.

Vv Trip Continuation (Day 6)

LSA-Café Trip on California Zephyr Enroute Work Train No. 6

DAY 6
Shift Starts at 6:00 AM

(On Duty from 6:00 AM — 4:00 PM) 10 Hours on Duty
Scheduled Arrival at Destination (Emeryville, CA)

NOTE
Enroute Job functions Continue

LSA-Café Trip on California Zephyr Post Trip Work
2:50 PM Arrive on Train Ne. 6 —~ Chicago, IL
NOTE

Same Post trip Work as Train 5 ~Chicago to California

Off Duty 4:00 PM

Daily Summary-California Zephyr Trains 5/6

DAY TIMEON TIMEOFF COMPENSATED TIME UNPAID AFH REST

1 11:00 AM 11:00 PM 12 HOURS 6.5 HOURS

2 5:30 AM 11:00 PM 17.5 HOURS 7 HOURS

3 6:00 AM 5:00 PM 11 HOURS 13 HOURS

4 6:00 AM 11:00 PM 17 HOURS 7 HOURS

5 6:00 AM 11:00 PM 17 HOURS 7 HOURS

6 6:00 AM 4:00 PM 10 HOURS N/A
COMPENSATED NON-COMPENSATED

TOTAL HOURS 84 HOURS 404
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TRIP SUMMARY FOR CALIFORNIA ZEPHYR — TRAINS 5 & 6

Total Days Away from Home (AFH):
Total Trip Hours:

Total Compensated Hours

Total Uncompensated Hours

Percentage of Trip (Away from Home & Non-Compensated)

OTHER FACTORS:
. Hours may be extended due to delays
. 4 out of the 5 nights, the rest period is short, and on-board a train

. Workers get only one extended rest period (Day 3) in a hotel

6 Days
1245
84
40.5
32.5%
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APPENDIX 4 - AMTRAK SERVICE STANDARDS MANUAL - TABLE OF CONTENTS

Definitions & Abbreviations

C1 - Safety & Security

Section 1: Safety

Section 2: Passenger Train Emergency Preparedness

Section 3: Terrorist Activity
C2 - Injury, Hiness and Reporting
c3 - FDA Rules & Inspections
C4 - Baggage Handling
C5 - Uniform & Grooming
(o) - Crew Functions & Responsibilities
Cc7 - Policies & Procedures
8 - Accounting

Section 2: On-Board Service Accounting Procedures
c9 - Service Recovery
C-10 - On-Board A ts and Signag
C-11 Assisting Passengers with Disabilities
c12 - Equipment
c-13 - Phone Numbers
C-14 Assisting Passengers with Disabilities

AMTRAK ON-BOARD FOOD and BEVERAGE WORKERS
TRAINING DUTIES
Extensive Safety & Security Training Wide Range of Responsibilities
B Emergency Preparedness Training M Providing Food & Beverages — including preparing meals,
cooking and selling

M First Aid Training W On-Board Accounting Procedures
M On-Board Passenger Safety Training W Announcements and Signage
M Training to assist Passengers with Disabilities W Service Recovery Procedures
® Training on Responding to Bomb Threats- W Baggage Handling

Unattended Items

W Training on FDA Rules & Inspections B Extensive Pre-Departure, En-route and End-of-Trip
Responsibilities

B Employee Security Awareness Training ¥ Tend to any medical or safety emergency, service
disruptions or train failures

M Block Training-Safety, Security & Customer W Shifts from 12-18 hours, and on Long-Distance trains
Service Training trips that encompass as much as a week away from home
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Mr. MicA. Thank you for your testimony and I thank each of the
witnesses.

Let me yield the first five minutes or whatever time he may con-
sume for an opening statement before we get to questions, the
Ranking Member, Mr. Connolly.

Mr. ConNoOLLY. Thank you, Mr. Chairman.

I apologize for being late this morning.

Mr. MicA. I have three hearings at the same time, exactly as the
Co-Chair.

Mr. CONNOLLY. There is no human problem that cannot lend
itself to a solution with another hearing. I thank the Chairman for
his understanding.

Thank you for holding today’s hearing which examines Amtrak’s
food and beverage service operations.

In northern Virginia, which I represent, Amtrak operates one of
its signature long distance carriers, the Auto Train, while injecting
over $60 million annually into our local economy. For years, Am-
trak supported hundreds of well paying jobs for northern Virginia
residents and we are proud of that.

We are also here to discuss an Inspector General report which
advocates that Amtrak implement a number of efficiency initiatives
to help lower the cost of its food and beverage service. Unfortu-
nately, this hearing is likely to focus on just one of those rec-
ommendations, that Amtrak institute a pilot project to eliminate
middle class jobs performed by dedicated food and service workers
on long distance trains.

I have no doubt that long-time advocates of privatizing or elimi-
nating Amtrak might welcome that recommendation, but I have se-
rious concerns, frankly, with the methodology underlining the con-
troversial privatization proposal.

In arriving at a privatization pilot recommendation, the IG’s en-
tire analysis seems to consist of comparing the labor cost of Am-
trak’s long distance, overnight food and beverage service to the
labor costs of just three other train lines, two of which are small,
daytime only trains, and a third that is Canadian, replete with a
labor force that benefits from Canada’s national health care sys-
tem, a subsidized health care system which we do not have.

Put more simply, the IG compared, I think, apples and oranges
to reach a conclusion that I think is of dubious value. It is simply
baffling that the IG’s report fails to acknowledge that the food and
beverage service of the Downeaster, a low wage train that operates
during the day between Boston and Maine, operates at a loss.

Since losses in food and beverage service are the main problem
supposedly highlighted in the IG’s report, failure to acknowledge
that the Downeaster’s food and beverage losses is quite an over-
sight creating a false impression that the Downeaster’s low wage
labor approach to staffing food and beverage service is a profitable
alternative to the current system of Amtrak.

The IG does not seem to have considered Amtrak’s food and bev-
erage service along the northeast corridor as a comparison in its
analysis. Had the IG included in the comparison the labor costs of
Amtrak’s northeast corridor trains, which are equivalent to the
labor costs of its long distance trains, the IG’s conclusion about the
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advantages of contracting out food and beverage labor in Amtrak’s
long distance trains might be different.

This, of course, does not even mention that unlike the low wage
Downeaster, Amtrak’s north east corridor trains are profitable. I
am at a loss to understand why these and other significant admis-
sions were not contained in the IG’s analysis. Amtrak management
has committed to improving efficiency in its food and beverage
service and this problem has yet to be made. I know the Chairman
will correctly point that out.

With initial reform efforts already yielding positive results, Am-
trak has already increased sales revenue from its food and bev-
erage service recently reporting “In inflation-adjusted dollars, Am-
trak’s food and beverage loss has been cut by $31 million from $105
million in fiscal year 2006 to a projected $74 million in fiscal 2013.”

Further, approximately 99 percent of the food and beverage loss
is from dining car service in long distance trains that Congress re-
quires Amtrak to operate by law. Cafe car services across the sys-
tem, on the other hand, essentially break even or make a positive
contribution to the bottom line.

To be clear, significant work does remain. The IG has correctly
pointed that out. However, Amtrak management achieved real cost
reductions in the past five years and I believe they deserve the op-
portunity to fully implement their five year plan before we start
second guessing them.

Furthermore, we must not lose sight of the fact that negative
headlines highlighting Amtrak’s food and beverage losses from its
long distance trains’ dining service, nonetheless, overall, business
is booming.

For example, in fiscal year 2013, Amtrak sustained steady im-
provement, achieving a record 31.6 million riders, also representing
Amtrak’s tenth annual ridership record out of the last 11 years. In
addition, Amtrak’s long distance routes boasted 4.8 million pas-
sengers, the best ridership in the last 20 years.

Closer to home, my constituents certainly contributed to the
northeast corridor second best ridership levels in history with 11.4
million passengers traveling between Washington and Boston this
year. These impressive accomplishments amount to ticket revenues
of $2.1 billion for this fiscal year, another record for Amtrak.

Clearly American support and reliance on passenger rail is alive
and well in the 21st Century. It would be regrettable if we try to
retard that progress.

I look forward to hearing from the workforce this morning. Mr.
Bateman as a long-time food service worker on Amtrak’s long dis-
tance route, you have a unique perspective on how the IG’s rec-
ommendations might impact the food service to the customers and
the real world consequences for middle class workers.

I also want to thank all of our witnesses for their presence here
today and Mr. Mica, for your ongoing concern about this issue
which legitimately needs to be highlighted. I thank you for holding
the hearing.

Mr. MicA. Thank you, Mr. Connolly. Thank you for your remarks
and analysis of the 1G report and your particular take on the situa-
tion.
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We are going to now switch to questions. I will take the first
questions.

I guess it was in October that Amtrak sent out a release about
a five year plan to try to eliminate the losses in food services. Mr.
Hall, do you have a copy of that plan you could provide to the com-
mittee?

Mr. HALL. Mr. Chairman, I do not have a copy of the plan with
me, but we are still in development of the plan. In my opening
stzlltement, I talked about the six major principles that plan will en-
velope.

Mr. MicA. When would you anticipate we will have an affirmed
plan to deal with and your goal of trying to dramatically reduce or
eliminate the subsidy, by the end of the year, January, February?

Mr. HALL. The plan is still being developed right now. We are as-
signing accountabilities for certain functions under the plan that I
spoke of. We are putting together a team and working with our
newly developed business lines as well to incorporate that plan. We
should have something available shortly after the first of the year.

Mr. MicAa. We heard Mr. Bateman talk about his service and we
respect that service. We want to make certain that Amtrak employ-
ees are adequately compensated and if we do eliminate routes or
positions, we also have labor agreements that need to be adhered
to. Would that be your assumption also, Mr. Hall?

Mr. HALL. We do have labor agreements with all of our union
employees, yes.

Mr. MicA. I know if you eliminate some routes, some of the old
labor contracts I think gave sort a five year payment and also pen-
sion benefits. I think some of the newer hires get a three year pay-
out if you eliminate routes. Does that hold true if you eliminate
these positions? Are they compensated?

It appears that something is going to have to be done on the em-
ployee side if you go to vendors or vending machines or another
contractor. What happens to the employees?

Mr. HALL. Mr. Chairman, I would be more than happy to check
with our labor relations department and get back to the committee
with those specifics.

Mr. MicA. I would like to know because we want to make certain
that those commitments are kept. They have a cost too. If you buy
someone out with a three or five year contract plus their benefits,
1I{think that it is very important we ensure those commitments are

ept.

Can you get back to the committee and let me know how they
are affected and what the potential cost is because labor is one of
your big things?

Mr. Bateman, in your testimony you mentioned the safety train-
ing you receive and it was in the Inspector General’s report also.
Amtrak employees receive an initial 21 hours of training in safety
and emergency preparedness. After that, they must complete 8
hours every two years?

Mr. BATEMAN. Yes, sir.

Mr. MicA. We mentioned the Canadian comparison. In contrast,
the Canadian passenger railroad employees receive 24 hours of
emergency training annually. It does not seem you get the same
amount of training.
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Mr. BATEMAN. If I may, sir, actually we are trained in CPR every
two years but emergency preparedness is an annual eight hour
class.

Mr. MicA. They get 24?

Mr. BATEMAN. Yes.

Mr. MicA. I thought I would include that for the record.

The credit card issue, every time we hold these hearings, wheth-
er it is Transportation or other committees, we are still in a pilot,
we do not have that complete for a cashless system with food serv-
ice, Mr. Hall?

Mr. HALL. We did implement onboard credit card transactions in
2006 shortly after the House committee.

Mr. MicA. Food service is not complete?

Mr. HALL. That is for food service. We do have onboard credit
card availability. We are in the final stages right now of piloting
a point-of-sale system onboard our trains. The fully integrated
model, scheduled for delivery from the vendor at the conclusion of
this year, will have the integrated credit card functionality.

Mr. MicA. For all food service on Amtrak?

Mr. HAaLL. That will be in our lounge car operations. At that
time, we can pilot the cashless sales.

Mr. MiCA. Again, you are telling me it is partial? It is not com-
plete for food service or planned to be complete?

Mr. HALL. The POS system is applicable to our lounge and cafe
car services. Our dining car services require a different service
model and there is a different technology solution for those.

Mr. MicA. Someone came to me and said they can pay for their
vegetables at the weekend market with their credit card. This goes
on for year after year and we still do not have this implemented.
I do not want to get into the details of some of the losses we have
experienced in the past. Again, I just do not think that is accept-
able, either not having a written five year plan at this juncture or
a plan for implementation to deal with credit card purchases.

The big losses are on the long distance services, correct, Mr. Hall,
for food service?

Mr. HALL. That is correct.

Mr. MicA. Most of those are served meals. We looked at some
menus. You had this gourmet chefs conclave. I do not think you
pay those chefs but have you been able to provide either our com-
mittee or the Transportation Committee with information about
the cost of those conclaves?

Mr. HALL. I believe that we have, sir.

Mr. Mica. How much is that?

Mr. HALL. I believe in the last year, the total expense Amtrak
gore for the Amtrak culinary advisory team was approximately

49,000.

Mr. Mica. We also looked again at the supposed reductions in
losses. From 2006 to 2012, you reported a $33 million reduction in
losses. It appears from the Inspector General report that you have
actually just transferred money from some tickets to the food and
service account. That accounts for about 66 percent of the change
in the losses. We are going from one set of losses to another set
of losses. Is that what is happening, Mr. Hall?
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Mr. HaLL. I think Mr. Alves might want to comment, that was
in his report.

Mr. MicA. Okay.

Mr. ALVES. We reported an increase in revenue and a reduction
in costs. A significant amount of the increase in revenue came from
higher volumes as opposed to a change in the accounting process.
One change in the accounting process was on the northeast cor-
ridor where during that time Amtrak made an adjustment in how
food and beverage is priced in the northeast corridor.

The most significant cost reduction, as I recall, is re-awarding
the commissary contract that reduced costs by about $4.5 million
in spite of a significant increase in volume. That was a real cost
reduction. A significant portion of the revenue is real revenue in-
creases.

Mr. Mica. Again, it says here $22.1 million increased transfers
from ticket revenues. Most of that difference between $22 million
and $32 million is from transfers in tickets. They have included
some costs for meals but again, with the overall loss, every ticket
on Amtrak, the more tickets we sell, we are up to 31 million pas-
sengers. Every ticket is subsidized with a federal subsidy of $1.3
billion. Do the math and that is nearly $40.

We are losing money on the tickets. The Sunset Unlimited, which
we used as an example, loses $404 per ticket. Within that we you
have $55 loss for food service.

Mr. ALVES. Increased revenue does not equate to a profit.

Mr. Mica. Mr. Meadows is gone, but he said if you are selling
iche watermelons at a loss, if you continue that, you expand your
0SS.

Mr. Connolly, we will go to you now.

Mr. ConNoLLY. Thank you, Mr. Chairman.

You just touched on a fascinating subject. Mr. Alves, I have to
go easy on you. You are a fellow Bostonian and you like the Red
Sox. You are a brilliant man.

Mr. ALVES. Thank you. I appreciate that.

Mr. ConNoOLLY. Talking about subsidies, does Canada subsidize
its rail service?

Mr. ALVES. I do not know that.

Mr. CoNNOLLY. Do you have a pretty good guess?

Mr. ALVES. I would not be surprised.

Mr. CONNOLLY. Are you aware of any major industrialized coun-
try that does not subsidize its rail service?

Mr. ALVES. No, I am not. I think there is something in Japan
that Iuhave heard. The subsidy is both operating and infrastructure
as well.

Mr. ConNOLLY. I have taken the bullet train from Tokyo to the
south of Japan. I am pretty sure it is subsidized. I have taken the
Gran-V in Europe. It is subsidized. By the way, it has wonderful
service as a result, great food service. It is a great way to go from
Paris to Brussels or vice versa. It is all subsidized.

If we talk about whether you can make a train services viable
without a subsidy, all viable train services, major train services in
industrialized countries, require subsidies to be viable. There are
other forms of transportation which my good friend, Mr. Mica, is
aware of. If we want to talk about subsidies for Amtrak, maybe we
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could talk about subsidies for rural airports in America and look
at how viable that is. If you want to look at a ticket subsidy, it
makes this pale by comparison. It really does depend on what we
are talking about. We cannot only talk about this stuff out of con-
text.

Could you answer the concern I raised? When you talked about
the Downeaster, in your report you failed to mention that it oper-
ates at a loss. Why that oversight?

Mr. ALVES. I think we properly qualified our report in addressing
those issues. We said there is not a direct comparison of those ex-
amples to Amtrak but there are similarities. The similarity on the
Downeaster is that it is a cafe car. Amtrak runs cafe cars on long
distance routes and in the northeast corridor.

Mr. ConNOLLY. Wouldn’t it have been useful for someone to un-
derstand in full disclosure that you are citing it as an example and
that it operates at a loss?

Mr. ALVES. We could have included that. We didn’t think it was
relevant. I think the reason is that the difference in cost is still
there. It is an order of magnitude difference in cost.

Mr. ConNNOLLY. I understand your reasoning. I would respectfully
suggest though since the subject is operating at a profit, operating
at a loss, how much of a loss, how much loss is desirable, what are
some models we can look to. I think it would have been a useful
thing for the IG’s report in full disclosure to point out that when
looking at that particular alternative, it also operates at a loss.

Mr. Bateman, you made a point about comparing sort of the in-
tensive labor effort in long distance carrying more to the airlines
really than a short haul on the East Coast or somewhere. You
talked about a six day commitment and turn around and actually
very labor intensive long hours when you are on the train because
you cannot get off. You have to be serving the customers.

How important do you think food service is in long distance trips
like that for the service to continue to attract customers?

Mr. BATEMAN. I think it is critical. I cannot imagine someone
riding on the train overnight with vending machines and that sort
of thing. I do not think it would be feasible.

Mr. Alves talked about the Downeaster service, comparing it to
our service. Cafe car to cafe car, our cafe cars are making money.
The Downeaster does not operate at a profit. If you compared the
Downeaster to a dining car, of course it is an unfair comparison,
again apples and oranges.

Mr. CoNNOLLY. Good point.

Mr. Worley, you talked about the North Carolina experience, I
took to heart what you said. You had a very important caveat
which was we cannot approach this as one size fits all.

Mr. WORLEY. Yes, sir, you are correct. One of the notes I will
make is we have it on both sides with the Carolinian being 704
miles, so we do experience with the food service on the Carolinian,
there is a loss. That is a loss billed to us loss to us from Amtrak
that the States have to pick up. We feel that and see the need to
really look at some good options there.

Mr. ConNoOLLY. Thank you.

Mr. Howell, you represent Smithsonian. Do you ride Amtrak?

Mr. HOwWELL. I have ridden Amtrak, yes.



54

Mr. CONNOLLY. Is it your view by virtue of your testimony and
your being here that you think Amtrak could emulate
Smithsonian’s outsourcing of food services, that it is a good model
for them to look at?

Mr. HOWELL. I am not really someone who can judge that from
the complexity of their business compared to what I have to run.
I think the transportation business is quite different than what I
am involved in.

Mr. CoNNOLLY. So I should not construe your presence here to
mean anything other than the Smithsonian is a wonderful institu-
tion that has some interesting food services and you thought we
would want to know about them?

Mr. HOWELL. I would agree with you.

Mr. CoNNOLLY. Thank you very much. That is very important.

Mr. Hall, you would agree, that they are different services and
while there might be something to be learned from the
Smithsonian’s experience, it is not a model for a transportation sys-
tem like Amtrak as Mr. Howell just said?

Mr. HALL. I do not believe it is a viable model, a brick and mor-
tar establishment versus the services onboard a train. They are
quite different.

Mr. CoNNOLLY. I read in my opening statement some extraor-
dinary statistics. My good friend, Mr. Mica, has chaired the Trans-
portation Committee. I had wanted to be on the Transportation
Committee but I did not get appointed to it so I had to do a bit
of homework on Amtrak coming here.

I was surprised by record revenue. To what do you ascribe the
seeming success in the numbers of Amtrak? Why are we hitting
records in ridership volume and in some cases, revenue?

Mr. HALL. Rail is increasingly popular, it is economical, it is en-
vironmentally friendly and it is something consumers are actively
pursuing at this time, especially many of the younger consumers.

Mr. CoNNoOLLY. How important is the quality of food service,
from your point of view, to maintaining those record numbers?

Mr. HALL. We have done some research on that. For instance, on
our long distance services, if we were to eliminate the dining car
service and keep a lounge car type operation on those trains, we
would lose $93 million in ticket revenue. Those passengers value
this amenity, they value it greatly.

Mr. CONNOLLY. Sometimes in business we have a concept called
loss leader. Sometimes you have to have a loss leader in order to
get the wider customer revenue. You may or may not break even
on the particular food service, but it is essential if you are going
to maintain the ridership is essentially what you are telling us?

Mr. HALL. Absolutely. We actually saw that on our Acela express
service in 2005 where we significantly reduced the food and bev-
erage services. We eliminated our hot entrees which are very pop-
ular with our passengers and replaced them with basically a basket
of a very nice gourmet sandwich, chips and water and the erosion
in ridership, the defection from first class to business class was so
significant that the loss in ticket revenue far outweighed the sav-
ings we made in reduced food and beverage offerings.

Mr. CONNOLLY. You have to look at that.

Mr. Alves, I assume the IG recognizes that relationship as well?
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Mr. ALVES. Yes, we do.

Mr. CoNNOLLY. My final question follows up on what Mr. Mica
was getting at which is there is still progress to be made obviously
in the cost of food service and in making it easier for customers to
access that food service like credit cards.

I want to give you the opportunity, Mr. Hall, to bring us up to
date on what is ahead in terms of progress in terms of what we
can look forward to?

Mr. HALL. Many of the items that Mr. Alves and the OIG
brought up in the report are the actions we are taking, those incre-
mental improvements to food and beverage. As far as the onboard
logistics, optimizing our product development and supply chain, im-
plementing additional technologies, we are looking at certain areas
in labor where we can optimize the workforce, where we can use
it more efficiently, where we can manage that workforce effectively
to the demand on that train.

If T can clarify, we do accept credit cards on all of our trains for
our food service. We simply have not implemented a cashless pilot
because the existing technology and POS did not allow that at this
time. When we receive final delivery of the fully integrated solu-
tion, we can pilot cashless. We do accept credit cards on all of our
food service cars nationwide.

Mr. CoNNOLLY. You are moving toward a cashless system?

Mr. HALL. That is correct, sir. We hope to implement or pilot
that shortly after the beginning of next year.

Mr. CoNNOLLY. You will make my young staff happy. I still use
cash.

Thank you so much, Mr. Chairman. Thank you to all of you.

Mr. MicA. Mr. Cummings?

Mr. CuMMINGS. I want to thank all of you for being here today.

One of my concerns is always the worker, the people who live in
my district, are the people who clean the trains. They are the ones
who take care of folks’ beds in hotels. We have gotten so far away
and spend so much time making sure business makes big money
that the worker is making less and less and less.

There is something about quality of life that concerns me. That
leads me to you, Mr. Bateman. Among many cost saving measures
recommended by the Inspector General or a critical one is a pilot
initiative to test the privatization of Amtrak’s food and beverage
service.

As a 36-year Amtrak worker, what effect would privatization
have on you, your employment and the livelihood of Amtrak food
service workers? Can you tell us a little bit about these workers,
typical education, whatever?

Mr. BATEMAN. For the most part, people do these jobs because
they want to take care of their families. This is a very arduous job.
No one would do this without having someone behind you that you
are responsible for. The hours are grueling, the days are very long.

A typical employee, I guess, has an average high school diploma.
We have some adults who have PhD’s. There are different levels
of education.

As far as the effect of contracting out, I think it would signifi-
cantly lower our wages, maybe in half. I cannot see anyone sur-
viving, especially in this area, on $12.50 an hour.
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Mr. CuMMINGS. What about insurance? Do they have insurance
now?

Mr. BATEMAN. We have insurance now but I do not see that hap-
pening if we have a contractor or if it is contracted out. I do not
see insurance being a part of the package.

Mr. CUMMINGS. Inspector General, did you consider insurance
when you went through your analysis?

Mr. ALVES. Yes, we did. We considered the benefits provided both
to Amtrak and the contractors.

Mr. CUMMINGS. So often what we have seen in the past, I know
we have the Affordable Care Act which the Republicans are trying
to destroy, we have that but the fact is I have noticed a lot of times
workers doing these jobs either have no insurance, when they con-
tract out, that is. When contracted out, they have pitiful insurance,
if any.

My father, a former share cropper with a second grade education,
used to say somebody’s going to pay. The question is who pays
here? If we contract out, what I have seen is that the contractor
makes lots of money and the employee makes less money and less
benefits.

As a matter of fact, my mother-in-law was working for the Fed-
eral Government. She was sitting beside somebody who was mak-
ing far less with less benefits doing the same job by the way but
they worked for the contractor.

Tell me about your analysis and the worker, the nuts and bolts
person.

Mr. ALVES. We did compare wages and benefits. You are right
that in the private sector, there are very few benefits. A couple had
no benefits, they got the salaries.

Mr. CUMMINGS. You are talking about contractors?

Mr. ALVES. The contractors get no benefits. Your point is com-
pletely valid.

Mr. CUMMINGS. When we look at this, Mr. Alves, have you com-
pared the labor costs on Amtrak with those on commuter railroads
in the United States that provide intercity passenger service whose
employees generally view their employment as a career rather than
a seasonal occupation such as a Long Island Railroad or the Metro
North? If you did not, why didn’t you, but did you?

Mr. ALVES. No, we did not. We were looking specifically at an al-
ternative to contracting out and within that, specifically at the dif-
ferences in labor costs.

Mr. CUMMINGS. Should we rely on the comparison of the three
trains in your report as the sole basis for eliminating good paying
jobs? Did I hear you right, Mr. Bateman, when you said your folks
are making a profit and the Downeaster, you said, is not making
a profit? You did not say that, did you?

Mr. BATEMAN. Actually, he compared the Downeaster to our din-
ing cars, not the Downeaster, which is a cafe car service to our cafe
cars. Cafe car to cafe car, as I testified earlier, we make a profit
or break even. The Downeaster, from my understanding of the data
I have seen, is not making a profit. They are paying $10 a hour,
so I do not see where the benefit is.

Mr. CUMMINGS. Mr. Alves?
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Mr. ALVES. I would like to respond to where you are going in
your questioning, whether this is the sole basis for deciding to con-
tract out. I think we were very clear in the report and I would like
to clarify it right now that we don’t consider that to be the sole
basis. We consider it to be an indicator that should be looked at
carefully.

We identified a number of things that continue to be uncertain,
including the safety role, the applicability of some of the benefits,
railroad retirement, FMLA benefits, and the impact on the work-
force. Amtrak is a long term employer, has a long term relationship
with these employees. All of that needs to be considered.

I would add one other factor which is that we think it is very
important that Amtrak address the inefficiencies that exist in the
food and beverage service. We identified six of those. We think that
is a sample rather than the complete amount of inefficiency. We
suggest, based on best practices, that Amtrak address those before
it decides to contract out.

Mr. CuMMINGS. Last but not least, Mr. Hall, I take it you want
a chance to do the things they recommended? Do you disagree with
them or what?

Mr. HALL. Absolutely.

Mr. CuMMINGS. How long have you known about these rec-
ommendations?

Mr. BATEMAN. I believe the report was issued at the end of Octo-
ber. All of the recommendations that are in the report for incre-
mental improvement are included in our plan, plus additional in-
cremental improvements that Amtrak already has underway.

Mr. CUMMINGS. You are trying to execute?

Mr. BATEMAN. We are trying to execute those.

Mr. CuMMINGS. What is stopping you?

Mr. BATEMAN. To do the incremental improvements, nothing is
stopping us. We are actively engaged and we have worked ongoing.
We have just completed our reorganization of the company and I
am actively engaged with our business line general managers in
addressing the food and beverage laws.

Mr. CUMMINGS. Do you have a timetable?

Mr. BATEMAN. In the next five years, sir.

Mr. CUMMINGS. The only reason I asked that, Mr. Chairman, is
one of the things I have noticed is a lot of the times if you do not
set a timetable and deadlines, nothing happens or it does not hap-
pen timely. If you have a timetable, I would like to see it. If you
could get that to us, I would appreciate it.

Thank you, Mr. Chairman.

Mr. ConNoOLLY. Would my friend yield?

Mr. CummINGs. Of course.

Mr. ConNoOLLY. For clarification, Mr. Hall, in response to the dis-
tinguished Ranking Member’s question about do you embrace the
recommendations of the IG report, I want to give you the oppor-
tunity to be accurate. I assume you do not embrace the rec-
ommendation about a pilot project to eliminate food service on long
distance trains?

Mr. HALL. We do not agree to eliminating food service.

Mr. ConNOLLY. I just wanted to make that very clear.

Thank you, Mr. Hall. Thank you, Mr. Cummings.
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Mr. CUMMINGS. I yield back.

Mr. MicA. We will go to another quick round.

First of all, Mr. Howell, you are a government operation. I guess
you come under the jurisdiction of our committee. You do provide
food service. Does that food service turn a profit?

Mr. HOwELL. It does.

Mr. Mica. How much?

Mr. BATEMAN. In fiscal year 2013, $9 million.

Mr. MicA. How many visitors did you have?

Mr. BATEMAN. We served what we call coverers, which would
have been more than visitors, but about 6 million people.

Mr. MicA. I brought him here because they are under our juris-
diction, the committee specifically our subcommittee. They do pro-
vide this service, do a great job and turn a profit, not that it is ex-
actly comparable to a transportation food service.

Mr. Worley, you were losing more money and are losing less
money, is that right?

Mr. WORLEY. Yes, sir, that is correct.

Mr. MicA. I brought you here because you have had a loss prob-
lem that is State subsidized. The State is picking up the subsidy.
How much is North Carolina’s indebtedness, do you know?

Mr. WORLEY. We have a balanced budget and a constitutional
amendment.

Mr. Mica. We have a slight difference. We are at $17 trillion and
going upward.

I am the strongest advocate for passenger rail in the United
States Congress. There is no one who will compare with me. I want
to expand it. I think we are in the Neanderthal stage as far as the
country.

As far as employment, I have always guaranteed labor people
their benefits, anything that is committed to them and maintaining
that even in future service. For example, you said you increased
your ridership from 40,000 to what? It was three hundred and
some percent. Was it 40,000 to 170,000 or something?

Mr. WORLEY. Yes, sir.

Mr. Mica. Did that require hiring any additional employees to
service that many people?

Mr. WORLEY. No, sir.

Mr. MicA. Did you diminish anybody’s wages or benefits?

Mr. WORLEY. No, sir.

Mr. MicA. But the State picked up the difference and the losses.
I have no problem with subsidizing transportation at reasonable
subsidization but always at the lowest cost to the taxpayer, which
you are trying to achieve, correct?

Mr. WORLEY. Yes, sir, that is correct.

Mr. MicA. The reason we did this is I did not ask for this report.
I asked for a lot of tough reports but this was produced and you
actually produced, in your report, some ways they could save
money, right?

Mr. WORLEY. Yes.

Mr. MicA. One of those is assigning costs appropriately, getting
the money in. Overall, I would like to reduce the loss on some of
these routes. I do not think that is an unreasonable request.
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You gave me your priorities. You did not come to the committee
with a written plan. It was October when you said you had a plan.
There is not a written plan. You had an outline of some things.

Your second point is labor optimization. That is also in your re-
port. There may be some reduction in some number of employees
when you optimize that. That might happen. Inspector General?

Mr. ALVES. That is a possibility, yes.

Mr. MicA. It is a possibility. Mr. Bateman, you came here as a
strong advocate of having worked a long time and paid your dues
and all, and speaking on behalf of those who are employed. I asked
the question what would happen if we lose some of these people.
Mr. Hall cannot answer. That is not acceptable. A representative
from Amtrak needs to know how the policies they propose or advo-
cate for making changes will affect their employees.

I think that is very important and I want you to get back with
the committee. I want to know how these employees are going to
be affected. Again, I have always made that commitment to labor
and will continue that, even as we make the transition. If some po-
sitions have to be eliminated, consolidated or whatever, I need to
know the impact of that.

I said we are falling further behind. Yes, there are transportation
systems in rail that make money. Virgin Rail, for nearly ten years
when they privatized some of the rail in England went from a $300
million a year subsidy by the UK to $100 million profit. The Euro-
pean Union has an edict that by 2015, the passenger rail in Eu-
rope, the state operations, must also compete.

Italy had already had one open competition. Ferrari took a line
and makes money on operations. I would include that to also be
food service. While the government has had to subsidize in Ger-
many, Japan and other areas, the infrastructure, I strongly support
that. Shame on us for the northeast corridor and the shape it is
in. We should be investing in that.

We should have two hour service between here and New York or
less and we should have triple the number of employees working
there at your union rates with those benefits. It is a shame that
we do not do that. We would also un-congest our air corridors in
the northeast corridor by doing that and catch up with the rest of
the world I just heard that Rendell and some others are putting to-
gether a group. I would like to poll those folks and find out what
they are proposing to see about getting that service going. Private-
public partnerships can work and we can increase employment.

The biggest carrier is not the airlines. They only carry about
700-800 million passengers a year. It is actually long distance bus
service. We do not subsidize one meal on that. Some of those are
long routes. They are on the Stock Exchange and make money.
They move more people in this country at very reasonable rates.
Please do not tell me you cannot do it, not that buses are rail and
all of that. Those are a couple of points I wanted to make.

The other thing is I see some news reports, I did not cover it and
I am not picking on you as much as some of these guys. In your
report, there are the complementary items on the Auto Train. That
service is into my district by $260,000 in complementary wine,
cheese and champagne.
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For me to tell people when they are spending their hard-earned
dollars that we are getting them further in debt and borrowing 43
cents on a dollar, somehow, some of this has to be revised. The pur-
pose of this hearing is to look at where we can cut costs, do a better
job and bring that down.

I held hearings back some years and you cited those. We were
losing $100 million a year. In 2012, it was $70 million. I want to
see that number come down. I think you have some good rec-
ommendations we will help you implement.

I do also want to see the six major proposals for reducing the cost
in your plan presented to the committee as soon as possible. You
are going to do that, Mr. Hall?

Mr. HALL. Yes.

Mr. MicA. Any estimate of when you can get it to us?

Mr. HALL. I believe I said shortly after the first of the year. It
is going to be a dynamic plan. It is in development.

Mr. MicA. I will give you until the end of February and then we
will do another hearing.

Mr. CuMMINGS. Will the Chairman yield?

Mr. MicA. Yes.

Mr. CuMMINGS. I have one question. Mr. Chairman, you said
something a moment ago I was just wondering about. You were
saying that the bus services are doing extremely well. I am just
trying to see what the comparison is. It has been a while since I
rode a bus a long distance.

Mr. MicA. Maybe you were not here when we were talking about
transportation services making money, so I cited four rails I know
of with a subsidization of infrastructure. In the past, they sub-
sidized operations but there has been a turnaround.

Mr. CUMMINGS. I thought you were aiming at food services. I am
sorry.

Mr. Mica. No, but again you can make the comparison. Some of
them may sell something now on Mega Buses and others which
have taken over huge markets. I have been on a couple of those.
They go more to the vending service model.

Mr. CUMMINGS. Do you do that often, Mr. Chairman?

Mr. MicA. You would be surprised. I am probably one of the few
members that sometimes in and takes the bus, Route 41, home. Of
late, I have announced some grants from the back of the bus, a
great experience. I just held a big transportation conference or par-
ticipated in one in central Florida advocating expansion of mass
transit. With about 400 people in the audience, I asked how many
came by public transportation. I think maybe two or three raised
their hands.

That is another thing we have advocated, working with rail to
connect with bus. For 15 damned years, they told me we could not
do it at Union Station. We did it in 15 months because passengers
who ride rail or bus should not be second class citizens and have
to drag their luggage down the street in rain, sleet, cold or heat
and not have an inter-modal facility that is taxpayer supported. We
helped put a lot of money in that place.

You go there and I will give you a dozen other locations across
the country where we are now bringing people together. People in
this country will use mass transit if it is accessible and convenient.
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If you have them sit at a bus or train stop, an overturned shopping
cart or inconvenienced and not having access, they will not use it.

Again, I try to offer positive solutions and I think working to-
gether we can do that. This is important. We are in a very serious
financial situation. While I bust your chops sometimes, it is meant
to improve the service because we can and we must do better.

Mr. Connolly?

Mr. ConNOLLY. Mr. Chairman, first of all, let me, for the record,
thank you for your support for transit. My region, northern Vir-
ginia, has been a beneficiary of your support for the Silver Line ex-
tension of rail to Dulles. I personally am deeply appreciative and
was before I even came to Congress. Your advocacy is something
very important. It is so great to hear you talk about trying to make
investments in the northeast corridor so it looks like a 21st Cen-
tury rail system instead of what it is.

I agree with you. Concerning the goal on our train ride to New
York, I would never fly again to New York if we could do that. I
wish we would and could. I would happily join you any time you
would like and attempt to make those investments happen because
I think they are very critical. I think they would be very important
for the competitive posture, frankly, of this country.

I was just in Taiwan two years ago. I have been there many,
many times and I was stunned at the bullet train it built and it
did not take 50 years to do it. Your point about subsidies is well
taken. I was only trying to make the point that for most large tran-
sit and rail systems, subsidies are a very commonplace thing in
Asia, Europe and here in North America.

You are quite right, the principle should be, let us try to get the
subsidy down to the lowest possible level we can so that we are
maximizing benefit. Per se, a subsidy does not indicate something
good or bad.

Let me ask you, Mr. Hall, talk to us about your federal funding.
What has happened to Amtrak federal funding in the last three or
four years?

Mr. HALL. The amount of federal funding for our operations, our
operating budget, has been reduced year over year. I do not have
t}ﬁose exact numbers with me. I would not be qualified to speak to
that.

Mr. CoNNOLLY. Mr. Alves, do you know those figures?

Mr. ALVES. I do know that the operating subsidy has been going
down but I do not have them either.

Mr. CoNNOLLY. Dramatic or modest?

Mr. ALVES. Reasonably well. I would not say dramatic.

Mr. CoNNOLLY. Somewhere in between maybe? Not trivial
though?

Mr. ALVES. Reasonable, yes.

Mr. ConNOLLY. We listened to Mr. Worley talk about subsidies
in North Carolina going down, but profit and ridership going up,
is that correct?

Mr. WORLEY. Actually, with the 209 that we are going through,
while our ridership has gone up and our revenues are going up,
more cost is being allocated to the States.

Mr. CONNOLLY. So they are paying a little bit more?

Mr. WORLEY. Yes, sir, we are having to pay more.
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Mr. CoNNOLLY. I would only point out that as Amtrak subsidies
are going down, they have also managed to have increases in rider-
ship, in fact, record ridership, and increases in revenue, in fact,
record revenue, is that correct?

Mr. HALL. That is correct, sir.

Mr. CONNOLLY. So they are doing their bit too.

This is something the Chairman and I have in common. I was
late this morning because I had to go to a meeting to celebrate a
transit victory which is the Phase I of rail to Dulles is going to be
opening in about a month. It is an interesting lesson.

When we built Metro here in metropolitan Washington, the fed-
eral posture in financing that capital construction was 80 percent,
the localities had to pick up 20 percent but the Federal Govern-
ment paid for 80 percent. We built a 108 mile system.

For the Silver Line extension, which is I think the largest transit
extension in the United States, from Falls Church to Dulles Airport
about a 22-mile extension, the federal participation will not be 80
percent but 16 percent. What are the consequences of that when
the Federal Government shrinks from its responsibilities?

We are not talking about North Carolina here; we are talking
about the Nation’s Capital. We are talking about the premiere air-
port of the Nation’s Capital, designated by the Federal Government
as such. What other industrialized capital in the world would say,
if you think a rail link between your premiere airport and the cap-
ital city is a good idea, figure out to pay for it. We are not going
to pay for it.

That is how they built the rail line from Charles DeGaulle to
Paris or from Norita to Tokyo or London to Heathrow. I could go
on and on. Of course not but we put the burden on the local gov-
ernment to finance this construction project. No wonder it took so
long.

It has been from the conception of an idea, I am just spitballing
here, maybe we need a rail link to this empty airport called Dulles
and the capital city. That idea first germinated in 1962. We are
now 52 years later and we are opening phase one. It has been a
real challenge.

What are the consequences of that retreat from federal responsi-
bility in terms of investments? We are going to lose a competitive
edge with lots of other places on this planet who are willing to
make those kinds of investments.

I take away from this hearing that we need to be as efficient as
we can. Where we can be more efficient, where we can identify
more savings, where some subsidies are perhaps no longer justi-
fied, great. I know the Chairman shares this philosophy. We must
not retreat from critical infrastructure investments if America is
going to be competitive for the future.

In many ways, Amtrak in the northeast corridor and rail right
here in the metropolitan area, especially Dulles Airport, are great
case studies of how to do it or how not to do it in terms of the
choices presented to us.

I thank you all for being here today. I thank the Chairman for
having this hearing. It is quite thought provoking. I know we will
revisit the issue in due time. I want to also thank Mr. Cummings
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for his thoughtful participation and his leadership on this com-
mittee.

Mr. MicA. I thank the gentleman. Probably in February.

Mr. Cummings?

Mr. CumMINGS. I will be very brief.

I also want to thank all of you.

Mr. Hall, in 2006 you had food and beverage losses of $105 mil-
lion, right?

Mr. HALL. That is correct, sir.

Mr. CuUMMINGS. Why was that? That was a lot of money.

Mr. HALL. The losses in 2006?

Mr. CUMMINGS. Yes.

Mr. BATEMAN. The revenues were not meeting the targets at that
time. We had not yet taken a lot of action to optimize the system.

Mr. CumMmINGS. What is it now?

Mr. HALL. The loss in fiscal year 2012 was $72 million.

Mr. CuMMINGS. How did you make that reduction? You have to
do better than that but I am just curious.

Mr. HALL. We took a number of incremental actions. At the time,
we had already outsourced our commissary operations. We renego-
tiated the contract with that vendor. Subsequently, we re-bid that
contract competitively on the open market. We optimized our sup-
ply chain and product development. We brought in more consumer
relevant products. We significantly increased our revenues that we
brought in per passenger.

Each one of those steps, a number of individual steps you take,
reduced the loss.

Mr. CUMMINGS. Do you have a situation where you get employee
suggestions as to how to do business more effectively and effi-
ciently? A lot of companies have that.

Mr. HALL. We do. In fact, right now as the Chief of Customer
Service, I am sponsoring focus groups and employee research on
our customer service programs. We are partnering with our labor
leaders in addressing the food and beverage loss as well.

Mr. CUMMINGS. Mr. Bateman, I think everyone understands that
you want Amtrak to do well. You do not want to see them losing
money every year. If the workers union sat down and said, look,
Amtrak, this is what we see you could be doing better, more effi-
ciently and effectively so that we could have a win-win situation,
what would you tell them? I am just curious. Have you told them
whatever you are getting ready to tell me?

Mr. BATEMAN. First of all, no one is talking about the progress
we have made. When I first came to this company, Amtrak was
only probably recouping about 55 cents on a dollar back in the
early 1970s and 1980s. Right now, they are getting back about 85
cents on a dollar as far as their investment.

As far as food service back in those days, 35 years ago, all our
efforts to bring down the costs and control waste, I think we have
made a lot of progress in that area.

As far as suggestions, first of all, I think we need more super-
vision on the train. As far as direct supervision, with their budget
cuts, they had to cut back a lot of direct supervision. I think it
would really help cut our costs if we had more direct supervision
on trains.
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Mr. CUMMINGS. What impact would that have, I am just curious,
direct supervision?

Mr. BATEMAN. It would free the crews to focus more on customer
service. As far as customer complaints, if you had a supervisor, he
could handle a lot of issues that take the crews away from their
duties sometimes. They could focus on providing service as opposed
to being distracted to deal with a lot of complaints and that sort
of thing on the train.

Mr. CUMMINGS. Did you have any other suggestions?

Mr. BATEMAN. A small suggestion is we need to be more
paperless on a lot of levels. We waste a lot of paper. Every day you
come to work, you with all kinds of different sheets of paper as op-
posed to verbally telling you things. Each day an employee comes
to work, he gets three sheets of paper: one for safety rules, one for
FDA violations and one for customer service tips. As opposed to
giving every employee every day that type of paper, they should
just verbalize it to the employee and enforce it that way.

Also, I think we need to stop changing our schedules so much.
We spend a lot of money every year on schedules. I do not know
how many dollars they spend by changing schedules every six
months. My understanding is that Europe doesn’t change their
schedules quite so often. They have a basic schedule that stays the
same.

Each time you change our schedule by two or three minutes here
and there, it costs millions of dollars producing schedules through-
out the entire system. I think that would save a little bit.

Mr. CuMMINGS. Were you listening, Mr. Hall?

Mr. HALL. Yes, sir, I was.

Mr. CUMMINGS. Again, I want to thank all of you for being here
today. We still have work to do. I would be interested to see that
timetable, Mr. Hall, at the end of February. I think that is what
we agreed on. Is that what you agreed on, Mr. Chairman, the end
of February for that timetable?

Mr. MicA. I am hoping they will submit a plan that is acceptable
and shows a path forward. If we have to do the hearing, we will
do the hearing and look at it. I like to do roundtables where we
sit down and see how we can work with them to get things done.
Again, the only way you get things done around here is to continue
to hammer away.

Mr. CuMMINGS. You know I know. You don’t have to tell me.

Mr. MicA. I may not be the smartest, I may not be the best
pla&ed, I may not be the most powerful, but I am a persistent bas-
tard.

Mr. CUMMINGS. Thank you on that note.

Mr. MicA. In conclusion, I thank our witnesses. We will come
back and visit this if necessary. We do want to accomplish some
positive steps. We do want to protect the welfare of the employees
and the commitment we have made to them. There are many thou-
sands of people who work for Amtrak.

I have often told Mr. Bateman this story too. Some years ago,
about 10 or 15 years ago, Amtrak had 29,000 employees. Now I
think they have 19,000. To me that is not a future. I think we can
dramatically increase the employment and people can earn good
wages in good positions.
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We have to be creative. We have to look again at how we expand
the system, get support and bring America into the 21st Century
of transportation. There is no reason why we cannot do that with
people working in the same direction and a positive direction.

I did not institute the Inspector General’s report but I am glad
we reviewed it. He has some recommendations and I look forward
to seeing a written plan, action and steps taken to deal with this
fairly and try to get the subsidy down as low as possible as we
have seen in some examples.

We will leave the record open for a period of ten days and with-
out objection, so ordered, for additional statements.

Mr. ConNOLLY. Mr. Chairman, speaking of that, could I ask that
Mr. Hall and/or the Inspector General get back to us for the record
with an answer to my question and a schedule of the federal sub-
sidies or the federal underwriting of Amtrak over the last say five
or six years just to see the trend and actual numbers.

Mr. MicA. I think you will find it is about 15 down to about 13
but let me say this since you brought that up. Wasn’t the House
mark about a cutting you in half, about $750 million?

Mr. CONNOLLY. Yes.

Mr. Mica. If you think I am tough, if you have to institute a 50
percent reduction, it is going to make this food service look like
kiddie play for you with changes in food service. Again, these are
very difficult times. We have furloughed people, we have had a hor-
rible government shutdown and all kinds of things to contend with.
We are facing serious financial crises.

We have to deal with it, have to be prepared. We need to be ex-
panding passenger rail in this country, not contracting this service
and doing a better a job. That is all we are going to say today.

Mr.? CoNNOLLY. I assume the Chairman would agree to my re-
quest?

Mr. MicA. Yes, no problem.

Mr. ConNoOLLY. Thank you, Mr. Chairman.

Mr. MicA. Consider it done.

Mr. HALL. We will get that to you.

Mr. MicA. We may have some additional questions we would like
answers to. I think some were mentioned during the hearing. The
staff will get back in writing.

There being no further business before the House Committee on
Oversight and Government Reform, Subcommittee on Government
Operations, this hearing is adjourned.

Thank you.

[Whereupon, at 11:23 a.m., the subcommittee was adjourned.]
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Question 1: Please provide a list of all federal subsidies to Amtrak since 2006.

Based on information provided by the Office of Government Affairs and Corporate
Communications, Amtrak has received about $12.5 billion in federal funding since 2006
as seen in the table below.

Amtrak Federal Funding FY 2006-2013 {millions)

Fiscal year | Operating Capital American | Efficiency Total
and debt Recovery and grants

service | Reinvestment Act

{ARRA)
2006 $490.1 $772.2 0 $36.3 1 $1,208.6
2007 490.1 772.2 0 313 1,293.6
2008 475.0 850.0 0 0 1,325.0
2009 550.0 940.0 $56.7 0 1,546.7
2010 563.0 1002.0 686.2 0 2,251.2
2011 562.0 922.0 586.2 0 2,070.2
2012 466.0 | 942.5 0 0 1,408.5
2013 441.6 902.2 0 0 1,343.8
Total $4,037.8 $7,103.1 $1,329.1 $67.6 | $12,537.6

Source: OIG analysis of Amirak data.

Question 2: Please provide a list of how federal subsidies were applied and used in
Amtrak’'s budget since 2006.

Amtrak reported that federal funding was used as follows:

« Operating: about $3.3 billion was used for train operations and the excess
operating amount of about $700,000 was used for capital investment

« Capital and debt service: about $4.9 billion was used for capital investment and
$2.2 billion for debt service

+ ARRA: about $850 million was used for capital projects for the repair,
rehabilitation or upgrade of railroad assets or infrastructure and about $450
million was used for capital security projects, including life safety improvements.

+ Efficiency grants: about $25.2 million for new Centralized Electronic Train
Control (CETC) in Philadelphia and about $39.6 million for other initiatives such
as lease buyouts, E-ticketing, quick trax machines, and WiFi on the northeast
corridor. We could not reconcile the total amount of efficiency grant funding
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received to data provided by the Finance Department on how these funds were
used. The difference was $2.8 million or .002 percent of all Federal funding
received between fiscal years 20086 and 2013,
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Questions for Mr, Thomas J. Hail
Chief of Customer Services
National Railroad Passenger Corporation (AMTRAK)

Questions from Chairman John Mica
Subcommittee on Government Operations
Committee on Oversight and Government Reform

Hearing on:
“Reviewing Alternatives to Amirak’s Annual Losses in Food and Beverage Service”

Question 1: Under the current labor contracts, what compensation is provided to employees if
jobs are eliminated? What is the agreement regarding years of pay? What is the agreement
regarding benefits and pension?

Answer to Question 1:
1. Job Elimination:

*Except as noted below in C-2, job elimination (furlough) does not require Amtrak to
provide compensation to effected employees. Health benefits are maintained for three (3)
months following the month of the qualifying event and then employees may purchase
continuing coverage in accordance with COBRA. dmirak does not provide agreement-covered
employees with any pension benefits to supplement Railroad Retirement.

»Job elimiration & contracting out — with the exception of food and beverage, the
contracting out of work is prohibited if it would result in employee furlough. The Amtrak
Reform and Accountability Act of 1997 removed this condition from the Rail Passenger Service
Act and required this Janguage become part of all applicable collective bargaining agreements.

2. C-2 Provisions (Agreement regarding years of pay):

-Compensation as a result of job loss is only due when C-2 provisions are triggered: route
discontinuance as defined in the Rail Passenger Service Act and some transfers of work to other
locations (in the ShopCraft agreements). Discontinuance of intercity rail passenger service is
met when service on a route falls to less than three (3) times per week. Should this occur, and
there is job loss or earnings loss as a result, then Amtrak must provide the following:

i. Up to five (5) years of protection (based on years of service, see below); 100%
displacement allowance and 100% dismissal (furlough) allowance. Final note regarding C-2
income protection; for state supported services, if Amtrak discontinues the route, the full amount
in the table listed above is due the employee, if the state discontinues the route, only 1/3 of the
income protection is due the employee;;

ii. Health benefits (medical and dental) continue for the length of the employee’s
coverage of compensation;
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iil. or a Separation payment — a dismissed employee could resign and opt for a lump-sum
payment involving a sliding scale based on years of service to a max of twelve (12) months at
thirty (30) days per month (employee must have two (2) years of service),

iv. Relocation benefits — a dismissed employee required to change his point of
employment and move his residence is entitled to moving, travel and other related expenses.

3. Years of Service Benefit

0to2 0 months

2+to3 ‘ 6 months

3+to5 12 months
S+to 10 18 months
10+to 15 24 months
15+t0 20 36 months
20+10 25 48 months
25+ 60 months

*Employees have the responsibility to find and/or accept work that would reduce the payments
to their income loss and benefits.

We are unsure of the cost to eliminate a job because we have not done such an analysis.

Question 2: What is the cost to Amirak for eliminating jobs? Please provide information on the
cost of eliminating a single job per position. Please provide information on the cost of
eliminating jobs under possible job elimination plans in the process of implementing the five
year plan to eliminate losses.

Answer to Question 2:

We are unsure of the cost to eliminate a job because we have not done such an analysis. At this
time we have no estimates on how much it will cost to eliminate jobs, nor does our plan focus on
job elimination. Our focus has been related to cost reduction strategies.

Question 3: How will labor optimization plans, as a bullet point in the five year plan, affect
employees? Will positions need to be eliminated or consolidated? If positions are eliminated or
consolidated, how will that impact employees?

Answer to Question 3: :

The current optimization plan will reduce employee report times before, after, and in some

instances during their trips. In the majority of cases; this plan will reduce expenses, but will not

eliminate or consolidate positions. In the event that positions were adversely impacted, then the
2
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employee would have the right to exercise seniority in accordance with their current labor
agreement.
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Questions for Mr. Thomas I. Hall
Chief of Customer Services
National Railroad Passenger Corporation (AMTRAK)

Questions from Chairman Elijjah Cummings
Committee on Oversight and Government Reform

Hearing on:
“Reviewing Alternatives to Amtrak’s Annual Losses in Food and Beverage Service”

Question 1: Please provide a timetable to execute, implement, and complete the Inspector
(General’s recommendations.

Answer to Question 1:

A specific timeline to execute, implement and complete the Inspector General’s
recommendations is currently being developed. These recommendations are wide-ranging and
require collaboration from multiple disciplines. The majority of the recommendations will be
incorporated into the Amtrak plan to eliminate food and beverage losses in five years.

Question 2: Please provide a timetable fo execute, implement, and complete the additional
improvements Amtrak has identified to eliminate losses in five years.

Answer to Question 2:
A team of senior leaders from multiple disciplines within Amtrak is working on specific

initiatives included in our plan to eliminate losses in five years. Each leader is tasked with

developing specific targets and timelines and are planned to be available by the end of the second
quarter of FY2014.
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Questions for Mr. Thomas J. Hall
Chief of Customer Services
National Railroad Passenger Corporation (AMTRAK)

Questions from Chairman Gerald Connolly
Subcommittee on Government Operations
Committee on Oversight and Government Reform

Hearing on:
“Reviewing Alternatives to Amtrak’s Annual Losses in Food and Beverage Service”

Question 1: Please provide a list of all federal subsidies to Amtrak since 2006.

Answer to Question 1:
Please see Attachment 1

Question 2: Please provide a list of how federal subsidies were applied to and used in Amtrak’s
budget since 2006.

Answer to Question 2:

During the period of 2006 through 2013, Amtrak received 13.1 billion in Federal Appropriations,
4 billion of which was used for operations. Of that 4 billion, 3.3 billion was used to fund the
operations of our trains. The excess operating amount of approximately $700,000.00 was used
previously for capital investment. During the same period, Amtrak generated 20.1 billion in
revenues.
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ATTACHMENT 1
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